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4r. BROOKS. from the Committee on government Operations,
submitted the following

REPORT
together with

ADDITTOA1-4, SUPPLEMENTAL, AND MINORITY VIEWS
[Including cost estimate and comparison of the Congressional Budget Officej

11:1,1 Pc.=many H.R. 13367)

The ComMittee on Gover.nment Operations, to whom was referred
t he bill-(II.R. 13367) toextend and amend the State and Local Fiscal
Assistance Act. of 1972. and for other purposes, having considered the
same, report, fjworfibly thereon with amendments and recommend, that
t he hill,fls amended do pass.

The amendments made by the Committee on Government Operations
rike,oiit the matter printed ielinetype and insert the matter printitd

in italic'type in the reported bill.

I. STATEMENT OF PURPOSE

Ii.li. 13367, the Fiscal Assistance Amendments of 1976, is designed"
to extend and amend the State and Local Fiscal Assistance Act of 1972,
commonly known as ta "revenue sharing" Act. This program is in-
tended to provide general financial assistance to help support public
services tharare the resp4sibility of the States and their general pur,
pose units of local government. Since, this assistance is not restricted to
any particular services or functions, the Committee has included pro-
visions intended to assure, that citizens are afforded an opportunity to
participate in the determination of the use of these, funds by theirSt.nte,
and local governments. The Committee has also included specific pro-
visions to assure that the funds are expended without discrimination,
and that financial accounts are examined by outside auditors. This leg-
islation, like the 1972 Act, establishes a program of limited duration so



that Congress nulw (Iyult 10 in the light of further experience and new
(Irk 1.1(111111(MR Whet her oI not it !-.110111(1 be continued..
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The State and 1-4oc1(1 Fiscal A-sistimce Act of 1972 was signed into
law on (1ctola,t 22. 1972. after a long- period of dchate. When this t vpc
f uncomlional Federal aid was first proposed ill 19(;1 by 1)r. Wither

1 feller. then Chairman of the Owned of Econinnie Advisers. it wits

intenild to stimulate the economy by earmarking an a ntiicipated
Federal surplus for distrihutichl to Ole States. Pt1 &Inept Wvr t() he

Hilt,do ()Ill\ 10 ;-;tate governwnts. The states. at th'r,i. di,ret loll. ci)Itid
allocate It portion of the funds to lbal overnments.

It subsequently became evident that in order for such legislatio» to
Is' politically acepodde, it would have to provide for direct paVments
to at least the larger local governments. As finally enacted, the Act
guaranteed autennatic payments, without applications, to all Stith--;
and to virtihally all general purpose local govvrnments.

The Act provided $30.2 billion for the five calendar, yea rs 1972
through 191'6, with payments commencing at $5.3hillioir for 1972
and inereasitig anturally to a level of $(1,5 billion in 1970. The first
paymentS, made ref ruin:five for all of 1972, were sent to recipients in
Decerriber 1972.

The funds are distributed among the States and loeal governments
on the basis of formulas that take ,in account their'varying economic
circumstances. Two-thirds of the total is distributed to local govern-
ments and one-third to. -he States, because, the local units were viewed
as having. the more pressing financial problems and more limited tax-
ing cal)abi 1 it ivs.

The legislative history indicates that Congress enacted this program
with a variety of perceptions of its objectives, For example, some
Metnliers viewed the program as purely a, fiscal de6ce to ease the tax
burden of State and especially local governments by sharing revenue
from the progressive and productive"Federal income tax; others saw
it as a moans of decentralizing political power in our federal system.
Some believed the program was intended to supplement existing Fed-
eral categorical (special purpose) assistance: other's viewed it as it
partial substitute for existing categorical programs. Some Members
thought the program was intended to expand the activities of local
and State governments to provide important hut unmet, public needs;
others saw it as -a means of reducing or stabilizing local property taxes.

l'he, program established by the 1972 Act is widely identified, as
"revenue sharing," even though the law does riot use that term and
appropriates specified amounts from the general fund Irrespective
of t he,size of Federal revenues.

B. PISCA L POSITION OF surf: A ND LOCAL GOVERNMENTS

Federal assisitnce to Sthte and local governments has increased
dramatically during the past 11 years, from less than $11 billion in

45.
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FY 1,965 to almost $53 billion in FY 1975; a further increase, to nearly'.
$56 hi:lion is estimated for FY 1976. In these 11 years, Federal aid to
State and local governments almost doubled as a proportion of total
Federal outlays cfrom 9 to 17 percent), and the Federal share of State
and local expenditures increased from 15 to 23 percent.

Increases in State and local government tax revenues in recent years
have been obtained primarily by rate increases. This has occurred
because most State and local revenues are derived from sources that
do not increase rapidly as personal income levels rise. In 1974, these
governments obtained 72 percent of their total tax revenues from
property and sales tax sources whose yields rise only proportionately,
or less, with increases in income levels. Income, taxeswhose yields
rise at a relatively faster rate as income levels increaseaccounted
for only 19 percent of their total tax receipts.

The older central cities of the Nation have experinced a dispropor-
tionate, share of fiscal problems in recent years. These cities have lost
large numbers of middle and higher income residents to less crowded
suburbs ,and have usually been frustrated in efforts to adjust their
!ph( ical boundaries to incorporate the more affluent suburban corn-
"nullities that surround them. Consequently, the central cities have been
left with a high port ion of low income and high cost residents. The
financial plight of Many central cities is aggravated by the need to
raise taxes to compensate for a dwindling population and tax base,
thereby creating a vicious cycle by accelerating the further exodus of
higlier income residents and business enterprises.

The fiscal condition of State governments is generally much less
perilous. Although many States have experienced very significant
changes in their economic growth patterns, they have generally been
in a much better position to adjust their tax sources as these changes
occur. Consequently, they are generally experiencing less serious fisea4
difficulties than the urban cities.

C. FISCAL SIGNIFICANCE OF PROGRAM

At the present time, the revenue sharing program accounts for
almost 12 percent of total Federal assistance payments to State. and
local governments.

,Approximately 38.000 units of local government. in addition to the
States, receive revenue sharing allocations which range, on an annual

rhasia, from the minimum payment of $200 to $263 million in the case
of New York City. While

payment
allocations constitute a very high

proportion of the budgets for some small jurisdictions, on an overall
basis the program provides approximately 5 perrent of local expendi-
tures and 2 percent of State government expenditures. These, pay-
ments, however, assume much greater significance when compared with
tax revenues. Shared revenues are equal to approximately 3 percent of
State tax collections and 12 percent of the taxes raised by general pur-
pose local governments. In some instances, local governments receive
allocations equal to 50 percent onmore of their total tax revenues.

Because of imbalances between service needs and financial resources
among States, and also among local communities, the distribution
formulas of most Federal assistance programs are designed to be
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`"equalizing" this is, to pay a popotionately larger share of benefits

to the more needy States aud
The revenue sharing program is no exception, althbugh peed is

measured here by 'the level of expenditures for services as well, as,by

the level of per,capita personal income. For the year ending ,lure 3D,

1970, Mississippi, New York, and Vermont will receive approximately
$40 per resident. as compared with per capita allocations of approxi-
mately $24 for Ohio, In iana, and Florida. Similarly, central cities

and poor, rural cot ies generally receive larger per capita pay-
ments than affluent subu ran COMMunthes.

111. CO3iMITIT0E CONSIDERATION 01,' EXTENSION LEO ISI,ATION

, .

Legislative jusisdietion over "general revenue sharing" was assigned

to the Committee on GO-ernment Operations at the beginning of the
.114th Congress. This le ishition had previously been assigned' to the

Ways and Means Committee. Revenue sharing constitutes the largest
single' domestic pogratn ever enacted by Congress. Recognizing the

significance of the program and its impact on the Federal budget. as
well as tile budgets of the recipient Shute and local governments, the

committee undertooE an intensive review of the program.
The matter w assigned to the Inteitgovernmental Relations and

(finan-Resource's Subcommittee which held two sets of comprehensive
hearingS on the subject.

First, seven days of hearings .Nverei held in July. 1975 on "Fiscal
Relations in the American Federal System" in order to develop an
appropriate background for evaluating the revenue sharing nrogiln ni.
In these 'hearings, thOsubcomirrittee obtained very usefalitestirri)ny4
from e-xperts'in the various specialized areas df pub}k fianee.,

In September 1975, the-'Subcommittee began three months of
in-depth hearings to take testimony both on the numerous and varied

revenue sharing bills introduced in the House and on the operation of..
the pogrirrn since 1972. The Subcommittee heard 101 witnesses, in-

cluding 20 Membe'rs of Congress, representing a broad spectrum of

viewpoints and social philosophies. in addition, 55 organizations and

individuals submitted written statements for the hearing record, and
a tremendous number of communications were received from public
officials and interested citizens.

FolloWing the,completion of public hearings, informal discussions
were held for the purpose pf determining the position of the Members

on the various bills before the Subcommittee. When it became evident
t hat no single bill was acceptable to a majority of the Subcommittee as

the vehicle for markup, a Working Paper was developed for the pu
pose. The Working Paper, which presented as objectively as possible

a cadge / f alternatives for each of the policy issues in which there ap-
peared to be interest, served as the basis for marking lip a bill in con

cept.'-A wi le range of -lroposals for changing various provisions of the.

present Act were ex fined in detail by the Subcommittee: Upon the
cancruSion of these deliberations, a bill was drafted incorporatingthe
Subcommittee's decisions, and that draft bill was further refined in

succeeding meetings until 4 clean bill, H.R. 13367, was approved. Ac-

tion by the Subcommittee was completed on April 30, 197(1. after 16

formal meetings devoted to markup.
,

. -g
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IV. COMMITTEE ACTION ON 11.R. 1:1307

The Canon ittee met on May 4, 5, and 0,1970, to consider and take
action on 11.R. 13367, the clean bill approved by the Subcommittee.
Following the adoption of a number of amendments, described later in
this report, t he bill was ordered favorably reported by a vote of 39 to
with a quorum present.

V. DiscrssroN

.1. exTEN!,I9N 1;1.' raufatAm

(Term, Funding, _and Entitlements)

Funding for tin' State and Local Fiscal Assistance Act of 1972
expires on Ref:ember 31, 1070. 11.R. 13367 will extend. the program for
art additional three, and three:quarter:4 years to September :10, 1980.
The purpose of the three-quarter year segment is to synchronize t I

program with the Federal Government's new fiscal year, wl gm,
on followOCt0hCr I A." 'It year and terminates on S.eptetti-ber.so Or the

sing year.
During 11,' hree and titre('-quarter, year extension, the program will".

-.cont 'Inn° ter h, funded at the level of *funding for the last ern itlement
period node the 1972 act, ['rule the 1972 act., eat itlement period 7
('duly 111910, through December 31, 1970) provides for 1 undmir.at
he rate, of '0,325,000,000. On an, annual basis, this reflects a fwaling

rate of $0.65 billion. The 'committee's legislation provides for funding
at, that rate for each of the three fiscal Years plus an appropriately
adjusted amount for the three-quarter fiscal year from ,lanun ry I.

1977, to September 30, 1977. The committee also :tut horiztts the fowling
of t he noncontiguous States adjust ment amounts t hongh t he I free a n,
t hree-quarters years at tile present level of $4,780,000.

The formula for allocating the $6.C,;-) billion trunk available by this
legislation i, discussed more folly elsewhere in t his report. (Sec allo-
caton formula.) In essence. it is to be divided into two opts with $0.-
billion to I .' distributed lindey tile formula in then1972-act andall above
t hat to be distril,iittill af:etelance with a new formula designed to
target some additional funding to those jurisdictions with greatest
neetl.

Tho :421,6.65 billion funding for this program is to he niadi available
t hroagli an entitlement procedure in lien of rule horizat iote-aptwo-
printtmns procedure fofloweiLio the 11472 Act. Under this procedure,
the recipient State and local governments will heroine entitled to t he
$2-1.94 billion provided bythis legislation.
- The Congressional Budget and Impoundment Control Act of 19c4
contains a provi-ion permitting I he enactment of spendingauthorit v by
way of entitlement. I'S(' of the effi it-14,111(m( procedure effectively takes
the program out from-under the auspices of the concurrent resolution
on the budget nerd the usual appropriations p"oeess of Congress.

The proponents of the entitlements procedure assert that this Ver-
t :I int y Of receipt., will enable the State and local governments to use
theSe fends more efficient Iv. Those who favor the customary appropri-
at ions process quest ion wh'ether revenue sharing should be given a pi-

...
ority 0 \ -Or Ot1101' Federal pro'grantA such national defense, h aanith.
education. etc.



fl. ALIAWATIOt FORMULAS

Except for the. addition of a new section 1providing for Supple-
mental Fisea Assistance (dIscusseci.below)ct te Committee did not
change tlw rue 11011 of distributing funds under the 1972 Act.

The Act refit s a compromise between the differing formulas origi-
nally adopted b the 110uso and the Senate. It also makes the alloca-
tion process more flexible and responsive to the particular circum-
stances of individual States by providing a choice between two for-
mulas for allocating funds to each State area ( which includes both the
State government and its local governments) : a 5-factor formula (U

by the House. and a 3-factor formida, developed by the Senate.
The amount for each State area is tentatively computed under both

-formulas and each area is automatically given an allocation based on
whichever of the t wo formulas yields the higher payment. Tf either
Alaska or Ilawaii uses the 3-factor formula, its allocation is increased

in accordance with the Noncontiguous States Adjustment) by the
same percentage adjust Ment as applies to the base pay allowances Of
Federal Government employees residing in those States. This adjust-
ment is intended to reflect higher living costs in those States.

['toter the first', or I louse-originated formula, thk. total amoutt for
each State area is based on five factors..Threp of tItet4e, factors arc de=
signed to take need into account : population. urbanized population',
and population weighted by the relative per capita income of the United
St ales compared to the State per capita income. Each of these factors
is given a.weight-rtf about 22 percent and together comprise two-thirds
of the total. The remain-ing two factors, general tax effort of the State
and its localities, and State individual income tax collections provide
some incentive and reward to the States and localities for inOeting
the,ir fiscal requirements from their own tax sources. Each of these
factors is given' a weight or nhout IT percent and together comprise
one -third of the total.

Cialer the scrotal, or Senate-originated formula. which is used if
it prodries. higher payments than the 5-factor formula. funds :IN
allocated to each State area on the basis of 3 factors that are given
equal weight: population, relative income, and general tax effort. The
factor in this formula. therefore. are similar to three of the factors,
in t e .,- factor formula. I Iowever. the elements in the 3-factor formula
are ttrnitiplied by each other instead of being given a particiihr
weir it. This tend, to provide larger distributions to those States
which have both low incomes and high tax effort.

Two-thirds of the amount allocated to each State area for each ,n-
t it lenient period is apportioned to the general, purpose.lpeal, gover'n-
merits in that State area (including cities.-countics. toNlis. and town7,
shij,$) : the remaini 14.0' one -third Shall' is apportioned to the St ate gov-
ernment.

l'he Act's provisions for dist rihuting divined government share
within each State are very ,complex. They require essentially the fol-
lowing procedures:

I. The amount to he allocated to units cif local government is di-
vided by the population of the State to establish the per capita

IMIINit for all governments wit hinthe State.



'1, The local government:i nman. is distributed to county areas (these
are o(ographic areas, not governments) based upon the 'ratio that each
county area bears to all county areas. wist hin the State. using a :11.-
tor formula (population X tax effort Y. relative income).

3. I f this calculation allocates to any count v area ate amount. Nvhich,

On It per capita. basis, exceeils Ii5e'( of the statewide per caltita en-
titlement calculated in step I, it 111111)1111t 14111141 to the I 1:-); level
and t fin result ing surplus amount is shared proportionately byaIill the
remaining ttneonst rained county areas within the State.

4. Similarly, i f' any count v area is allocated less than 205., on a per
capita basis. of the amount calculated in step I. its allocation-is in
creased to the 20' level and the resultinedeficit is taken proportion-
ately front all the remaining unconstrained ((Quint' aens-within the.
State.

5. Ettelt count y area allocation is therePtlivi)led into four parts...! Vii.st.
ail amount for Indian tribal governments or laskarChtttive villages
is determined by the,,ratio of tribal or villftge population to the total
population of the county area.

'then, from the remainder, a township allot ition is dete-(mined on
the basis of tla ratio of all township adjusted taxes (i.e., taxes ex-

tho?te for school purposes) to the total adjusted taxes in the
count v.

Next. a county government. share is similarly determined on the
basis of county government adjusted taxes.

The remaining proportion is reserved for the other units of local
government.

0. The 3-factor formula is then used to allocate funds separately
to townships and other local governments. If tt unit. of government
receives more than"1I5 percent on it per capita basis, it is adjusted
to the 115 percent level. If it unit receives Jess than 20 percent., its
location is increased to the lower of either the 24) 4,wreent level. or
ill) percent of its adjusted taxes and intergovernmental transfers. If
any unit receives more than 50 percent of its adjusted taxes and trans-
fers, its allocation is reduced io that level and the excess is given to
the count y gOvernmentx'

7. If the county goYermitent has been allycatNI more than 50 .Per-
cent of its adjust vf taxes and transfers, its allocation is reduced to
that level, and the excess is returned to the State government. (This
)n1juslinent can result in a State share exceeding one-third of thei
funds.

.

R. If any allocation is less than $20Q or any unit of local governN
meat waives its entitlement, those funds are allocated to the next

\higher level of government.
Congress included these maximum and minimum'constraints in, the

intrastate formula in order to prOvent local governments frqin...1.7eoeiv--
inn extremely large,or small entitlement amounts.

The Supplemental Fiscal Assistance section adopted by the Com-
mittee establishes a new allocation formula to he used in distributing'
a specific portion of the available funds both amon the States and
within each State area. -

Forty percent of the applicable 'funds are to be I 1 ted by the
following factors: population multiplied by the income factor, di,-

/
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vided by the suns of these products. (The income factor of a State.
county area, or.loc,al government is a fraction :,t he numerator consists
of the number of persons in families and the number'of unrelated in-
dividuals (15 years or over who are below the poverty line (or below
125 percent of the poverty line if they reside in the central city of an
urbanized area);. the denominator consists of the same types of per
sons regardless of their income level) The other sixty percent is to
be based On either of the following two formulas, depending upon
%hich would result in the greater amount : (a) population multiplied
by the general tax effort factor, divided by the sum of those prods
or (1)) pOpulation multiplied by the income tax effort factor, (led
by the sum of these products.

In adtlition, this new section contains the following major pro-
visions applicable to it :

I, It eliminates th'e distinction bet ween townships and other local
milts of government in allocating funds wit hin the county area.

2. It provides that before county areas and units of local govurn.
merit receive their; funds from the State, Indian tribes or Alaskan
native villages will receive their allocation directly based on the ratio
of their population to the population of the State. The population of
the trilie or village is then not counted in determining the alloca-
tion in t he county area in which it, located.

3. It eliminates the existing 20 percent minimum per capita entitle-
ment and raises to 300 percent tire 145 percent maximum per capita
yid it lenient.

I. It increases flu', $200 to $2,500 the minimum ent it lenient which
local ,,,overninent must receive in any entitlement period in order to

he eligible for supplemental funds.
The primary objective of the Supplemental Fiscal Assistance sec-

tion is to target sonic leohlitional funding to those jurisdictions that
have the greatest service needs and very limited fiscal capacity to
meet. those needs. Cent ral cities and poor rural communities are in-
tended to he its main beneficiarit;S. The formilla is designed.to seem-
plish this objectivi; primarily by substituting the number of persons
below the poverty.level tor below l25 percent of that level in the
case of a central city) 'Mr per capita income as the basic measure
of need,

EIANTINATION" ()1r 1111.7 TWI'ST PN!) ItEVENI"F.

The le(rislation creating the revenue sharing program provided
for-establishment on the books of the Treasury a trust fund to be'
known as the "Strife and Local (1overnment Fiscal Assistance Trust
Fund.'' In fart, there is no trust fund and none is necessary for carry-
ing out t Iris pr.ogra M.

In its present form. the trust fund concept is a fiction. No more
is set aside into a trust fund for useconlv in the State and fiscal
assistance program. These funds are disbursed frhm the general fund-
of the Trermury as are.inost other appropriated Federal funds.

The committee r.ecommends the removal of the references to the
trust fund in order to eliminate a misconception of the nature of the
program. Deletion of the references to the trust fund does not affect
the operation of the revenue sharing program in any way.

9
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The committee makes it, clear that this action is not intended to
'take away from the Secretary any aut Imrit v he has been using to make
adjustments where recipients ham been overpaid orunderpaid.

D. SLIM\ I NATION OF PRIORITY EXPENDITURE'S PROVISION

The State an\l Loral Fiscal Assistance Act of 1972 provided that
revenue sharing funds could be used only for certain priority expen-
ditures. Priority-expenditures were defined as ordinary and necessary
maintenance and operating expenses for public safety, environmental
protection, public transportation, health, recreation, libraries, social
services for the poor or aged, amNfinancial administration. Priority
expenditures also included ordinary and necessary capital expendi-
tures authorized by law.

The committee' iU eliminates this provision entirely. One purpose
of the revenue shaMig program is to distribute funds to State and
local goverrunents for use as they determine. The 'continuation of

priority expenditure categories is inconsistent with that basic pur-
pose of the act. Furthertnore, since revenue sharing funds are fungible
with other.' State and local government revenues,.. it is impossible in
ninny crises to determine for %hat purposes the funds are actually
being used. -

The cominittee's*deletion of the priorit y expenditures provisions
has the effect of permitting State and local governments to 'use

venue sharing funds for any purpose consistent with Federal, state,
d local law.
In addition to eliminating the restrictions fin put:poses for which

the funds may bd used. the committee made clear its intent that the
funds be expended by the recipients in a timely manner. Section 123
(a) (2) of the Act presently require the "recipient governments to
"use" revenue sharing funds "during such reasonable period or periods
as may he provided", in regulations prescribed by the Secretary. The
regulations that have been promulgated require the recipient to "use,
oblittate, or appropriate" such funds within 24 months. Expansion
of the term "use" to include "obligate or appropriate" has created
situat ions that circumvent the intent of. Congress. The regulation sets
no time period for the actual expenditure of the funds.

Altholigh no specific language is included in the legislation, the
Committee believes the intent of Section 123(a) (2) would be=better
met if the regulations set a reasonable time for the actifill expenditure
of the funds. The Secretary should retain his.power to,extend the
time requirements where he feels it is necessary or appropriate to meet
the purposes of the Act.

E. ELIMINATION or rnoitterioN ON USE AS MATCHING FUNDS

The committee recommends the deletion of the provision of the
State and Local Fiscal Assistance Act of 1972 which prohibits State
and local governments from using revenue sharing funds directly or
indirectly for the purpose of obtainingederal funds in matching pro-
grams. This provision was included in the original program in an;effort
to deter recipients from obtaining 100 percent. Federal funding for

10
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programs that are intended to require Some contribution from local
resources.

In reeognitioli of tha."no strings" nature of the revenue slin ring
program, tht) committee deter-tinned that cont intuit iml of this prohibi-
t ion was not appropriate"or meaningful. Revenue sharing funds tirt in-

-jo.. wled to be available for use in essentially the same, manner the
recipients could use funds from their owrr.sources. I7nder the exist
ing act, the prohibition (In often be avoided by )ising revenue shariug
funds in such a way as to release local funds for use as matching funds.

Reittoval of t} prohibition on use as matching funds isi not intended
to encouruge State }, find-lora.] governments to seek out matching pro-

.grlittis for the purpose ()ninth iplying Federal grant revenues. It vils
argued.,Iloweqr: that to theextent-thispeollibition has an V. eftert . It S

most N.St riet i V thip6-t, is ou.social service ptograms, including those
for t he poor to 1 elde rl y..Beca use of t11441' OW ni Inulget rest riet imp. some
State and lova governments found it impossi,ble to participate in I Ise
matching grant programs heciiiis6 local revenues were ofteil absotiied
by ongoing programs.

F . \ I N"I'E N NtI E (11;* 'EFFORT 4

T h' .1.ct reqiiires each State goYernment to continue to
assist all units of general local gtkernment within the State to t he
same Cxtent .as it had assisted 1111'111 just prior, to the enactment of this
legishuillo, The .et provides that n State Illtly rrceiVe. t11(' full 11111O,011t
R110111)}1' to it for an ent it lenient period beginning after June 30, 1973.
only if it dist rilmtes as much to its loctil govertutients in the aggregnte
from its own. Nources (Based on the, average during that ent itlenient
period and the immediately precedingentitlement period) as it did in
the ear 1-ieginning .Jul,' 1 1971 (one -half 0* his amount in the cn.,cr,
of last entitlement period..Inly through 1)ecember 1976). If it fnils
to do so. the amount that otherwise' would lac distributed to the State
is to be reduced dollar fOr dollar by t Ins reduction in its aid to its locali-
ties. The A.ct provides for adjustloent5 in' the required maintenance of
effort if ju Stilt e part or all of the responsibility
for n cate(rory Of expendit wres that \11s preyiOusly n local government
responsibility or if it confers new taxing authority on one or more of
its local governments,

The hill reported by the Conimittee continues this provision, but
desigiintes the ear lwginning July 1, 1975 (or until such 'tlat'a tire
available, the most recent one -year period for which data MI' 11 vail-
able) as the base period in pimp of the year bisginning .July 1, 1971.

o. DEFT N !Tim.; OS UNIT OF LOCAL GOVERNMENT

The 'peseta Act defines a "unit of local government" as the govern-
melit of a conny, municipality, township, or other unit below the State
which is treated as a unit of general government by the Census Bureau
for general statistical purposes. The term also ine'ludes the recognized ,

governing body of an Indian tribe or Alaskan native village which
performs substnntial governmental functions. The term "township" is
meant to 'include equivalent local units haying different designations,
such as "towns."
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Strine concern was expressed before the subcoMmittee drat largo,
luiat)es of single-inirpose governmental units were qualifying as

recipients under the existing definition. Since the revenue sharing
'wog-ranl is intended to aid general purpose governments, the cominit-
'et. clarified the existing definition by includinf several additional
specification's. TO meet the revised definition, which becomes applicalik
un ( )ctober 1. 1077, a unit of local government must imilose taxes or
teceito intergo ernmentii I transfer payments for the, substantial Per-
formance of at least two services for their citizens from among the
roytinionly provided municipal-type services listed in the bill. In addi- .
ion. a local unit must spend at least 10 percent of its total expenditures
(exclusive of expenditures for general and financial administration
and for the assessment. of property) in the !limit recent fiscal veal for
each of two such services. However, this additional requirement is not
applicable ton local unit which performs (our or more such services,

vhich iii performed two ur more such services since ,Ianuary 1,
1070.11nd cant instrs t o perform t hem.

l'IZEN I' %IITICI l'AiEIGN 11I.11' HEARINGS, REPORTS, AN!)
ro.:e1u1a16rr,:jTsi

.\..t presently requires recipient government to submit.
reports in Treltsors Depart ment for, each ('lit it lement period entire

.

planned and actual use of revenue sharing funds. This pro stun was
intended to wrist thr Twasbry Departnient in enforcing the various
,t;itiitory requirements. TIce Act also requires each State and local
,o\criiiiient to publish such reports in it general circulation. newspaper'

order to inform the public of the uses made of the funds and the'
e tent to which the planned uses are carried out. .

con.t a iris strengthened provisions to help assure
it cit i4PIIS ate afforded an oppoit unity to participate in determining'

hu\e these funds are tO used by till:1r State and local ,governments,
Phis is accomplished by 5 pecific requirements for two hearings, after

adequate notice, concerned respectively with the development of ,the
proposed use report and with the use of these funds in relation to the
government's ent ire Budget ; for dissemination of information on the
proposed and actual use of the funds in relation both to part icular items
Ina government's ent ire budget and to the use of'tho, ft'Ands inprevinus
lisca I years: and for newspaper publication of the arport on the po-
posed 11,0 of fluids and of the narrative Summary of the adopted
laillget. It is the Committee's '.iets that the public should have as mircfr
otiportiiiiity ns poKsible to participate with their State and local ofli-
wals in deriding the uses' of Federal assistance made. available for un-
re,trieteel purposes.

The bill continues the present provision fpr submission of tli`pro-
posed and actual use reports to the Treagri)epartment, and. in addi-
tion. requires,tbe Secretary of the Treasury to provide copies of these
reports to the governors of the respective States for their informatid
In addit' n, it, re iiires each unit of local ` overnment within's. me o-
politan area s it ifs proposed use report to the areawido. an-
fling ormlnization comp vith implementing yet:lain provi oils of
specified,Federal- ws for the a 's inforrnati"on., The hi changes

12
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thename of the "plaiined use report- to the ",proposal,use report for
better idantificatton of its purpose.

.The Secretary,. of the Treatittry is authorized to wilik'e the require-
meats -for publication of the 'proposed- uge report and of the narrative
summary of the adopted budget, kind to waive the requirethent for
a hearing before adoption of the proposed use revoit, if the co *t of. .
SuGh.requirements would be unreasonaVy burdensome in rehttion' to a
local or State government's entitlement.' 'I'hie Secretary may also" \
-waive the requirement for a budget lieSing if the budget process re-
quired under State or loc=al laws, 'or charter ,prOvisions, assure -the -

opportunity for the public attendance and participa,ition conten4plated
by the hearing requirement, and-if a portion of such.processes, a hearing on the proposed use of revenue:sharing fundS. This waiver
was included particularly to accomModate the situation in some local
jurisdiction whle a single "town hall" type of meeting is 'hekl in
which all 'citizens are entitled td vote on' the community's budget.
The T11 also aiithprizes tlig Secretary 'to shorten, to ,the Minimum ex=
tont', ecessais'y to comply with State and local taws, the requirement for

. publ'shing the proposed use report 30 days pitorato the budget bear--
'ngf the Secretary is satisfiedthat the citizens affected will receive'

r ,quate notificatiorf.-
The Committee xecognizes that the recitOrements with respect to

the times specified in the bill for 'hearings and the publication of re-
ports and budget summaries for each entitlement period may not,
conform with the budget cycle of individual State or local govern-. \
nientS. This is...to be expected hi view of the wide variationin the fiscal
yearsnsed ;by the States and their locargo'vernmental units: Accord-
ingly, the Committee expects that the Secretary will take this situa-
tion into account in promulgating regulations, and in adopting Ivo-%
(;eilitres for accomplishing the purposes of this

.

I. NONDISCRIMINATION PROVISION

Rackgrovind.Section 122,:erf the current MANI prohibits discrimina-'
tion, on the basis- of racelpolor, sex. or. national origin in any progiam
or ti,c:tiviq funded with revenue sharing proceeds which is conducted
by a state government or unit. of local governnient. -Under. the "Act,
the Secretary is authorized to take appropriate administrative action:,
t o secure compliance with theviondiscrimination provisions and to refer
cases of noncomfil lance t0 the Attorney General for suit. In addition to
such referral's, the Act also provides-independent authority for the At- a
torney General to:initiate suits against recipient goverwroents engaged
in i "pattern or-practices" Qf prohibited discrimination.

The Co.mmittee, is aware of mator deficiencies in til.e eftectiveneSs
of Section. 122. The "fungibility" of shared revenues has sometimes
pp-matted recipients to escape, co*era,ge by designating4revenue shar-
mir funds as haVinvbeen used in programs or aetiyit s Where dis-
ZriminatiOn does not exist while. using their own f d-up funds in
programs or activities which are discrimin toy. he Secretary of

-the Treasury has inadequately utilized his disc ovary authdrity to
enforce the nondiscrimination provision. t

The Committee' revised7Section 122 to strengthen the nondiscrimi,
nation provisions. The revision seeks to improve enforcement at the. 0

13:.



Federal level, to provide 'better coordination among_ federal, state,
and civil- rights agencies and, Co insure that recipients will not .°

be, subject to conflicting enforcement standards.; With these goals in
mind; the Committee adopted tire following'elnifiges in Section 122.

,Scope of Section.-----The present law prohibits discrimination on the
basisnf race, color, national, origin, 'or sex in any prOgrain or activity
funded in whole in partly shared' eyenues. The revised section
broadens the .prohibition of .discrimination in two -ways. Firstly, it
adds age, handicapped status, and religibn to the prohibition. Second-
ly, it requires that all activities of a recipient government be-free from
distrimination. The requirement WQ,S created by 'the committee hecautie

e` of 'the 'difficulty of tracing 'the shared revenue and identifying the,
separate, and :distinct, activities funded by it. A recipient government
can utilize various ac,c.ounting techniques to'substifute shared revenue
for its own funds in a particular activity. These displacement possibil-
ities allow the recipient to designate shared revenue as being used in
activities less subject to civil rights complaints. The recipient juris-
diction can then degignate its own frepciLup funds as being used in ac-
tivities mose subject to civil rights challenges... Tinder current
these accoMiting tedhniques immunize from challenge activitiesoibere
discriminat,ion might exist because the activities are not funded di-
fect I y by I'venue sharing payments.

The blanket..proli i bit ion would not apply .wlign a recipient jurisdic-
tion can prove by "clear and convincing evidence'!_that the activities
alleged to be discriminatory are notfunded in whole or in part,,pirect-.
1y or indirectly, with Shared revenue. Because of the displacement
possibilities available, .the committee felt the stringent' evidentiary
standard of "clear and Convincing evidence" was necessary to avoid
- deception.

Enforeememt ilieehanim,.The current law, commits -federal en-
forcement to thediscretion of the Secretary of the Treasury and the

7

Attorney General:The committee felt that the poor nondiscrimination,
enforcement record of the revenue sharing program to date necessi-
tated the man.datink';Of certain enforcement steps.

(a) Secretary of the 7'reasury.The central feature of the revision
is a trigger. mechan isinwhich determines when-the Secretary Will be-
gin compliance proceedings by sendingapproptiate'notices to the non-
complying. recipients: Such _notification will be triggered under two
circumstances: (1) whon,,..a federal or state court or administrative
agency, after notice and opportunity fO'r the recipientoto be heard,
makes a finding of discrimination on the basis of race, color, religion,
sex,- national origin, age, or handicapped status; and (2) when the
Secretary: after affording the ,recipient an pportunity,, to make a
documentary submission, makes a initial determination of noncompli-
ance liased on his ovvtrinvestigation.

After the notification, the recipient has 90, days to end the discrinii-
nation and take wwhatever affirmative steps are necessary to conform
its racticesto the law. The recipient may request a hearing on the

merits' which the Secretary is required to initiate within '30 da of
the request. At that' earing the recipient may raise any defense
able Under the' law, including the contention that the shaed'rev altos

qt.

fi
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were not( used in the program or activity in which the alleged dis-
cri in i nat ion occur

,rred.
In; advance of the hearing on the merit s1, the recipient may also

request a preliminary hearing before an a ministrative law judge
when the notification to the recipient is fttsed on the Secretary's
ritial determination of non-compliance. When notification is trig-
sed by a finding of a Federal or state court or administrative.

a reny, there is no need for such a preliminary hearing because the
re ipient has already been afforded an opportunity for a hearing on,-
tli merits. Such ,a preliminary hearing must be requested within :10'..
days of the notification of non - compliance and must be completed
within the 90 day period. If the recipient demonstrates that it is

14 likely to prevail on the merits at a subsequent full hearing, the kimin is-
trative judge is authorized to order a deferral of a fund suspension
which would ,otherwise automatically occur at the conclusion of'tlre
90 days if compliance is ,not achieved.

Al the end of the 90 days, the payment d shared revenues, is auto-
matically suspended if a compliance agreement has not been signed. or

iif coin' lianc,e itself has not been achieved. or if an administrative law
fudge li s not entered an appyopriate order. The suspension of funds
applies nly to a local govern nt which is the subject of the notified-
t ion from the Secretary. The ayment of funds to other governments in
the state or the state itself mains unaffected. The suspension then

., remains i effect for a per' d of 120 days, or 30 days after the con-
clusion o a hearing on t le merits, whichever is later. During this
period of . uspension, the Secretary is obligated to make a final deter-
mination of compliance or non-compliance. If insufficient evidence'of
non-compliance is presented to the Secretary, then the suspended pay-

ents and all future payments are paid to the, recipient. If non-corn-
',bane() is found, the funds are terminated and the Attorney General
is 'notified. The recipient government could, of course, seek' resumption
of payments when it achieved compliance with the Act. ,

t bj .-I tt ()rimy General. Under present law, the Attorney General is
authorized to initiate legal action against any 'recipient which is en-
eaged in a "pattern OP:pract ice " of discrimination in violation o ITC
t'Aet. Thht authority is contimied under the revision, and the. Willey
General is give express authority to seek suspension, ternitnation, or
reityment of sh red revenues. The revision gives the Attorney General
the responsibilit of monitoring and coordinating the nondiscrimi-

' natory conrplianci activities of this Treasury. The revision requires the
Secretary to sus nd pa nts of a 'd 'revenue 45 dttys after the 4

filing of a'"pattern or practic " stu by he Attorney General against
a recipient. The recipient, ho' , alm s has the right, within the

.

first 45 days after filing, to obtain a prelin inary inpinction deferring
the suspension of funds. ,

Citizen remedies. Under the revenue sharing statute and cAt.lier nqn-
discrimination laws, private citizens, or organizations representing
their interests, may 'sue the United States or any recipient government
for using shared revenues in a discriminatory fashion. Those rights
are continued under the revised Section 122. A new Section 125 of the
Act authorizes courts to award attorney,fees in citizen law suits and
authorizes the Attorney General to intervene Iihen it'is a case of (Yen-.
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ern l public importance. In illyoilea Pipeline Service Corp. v. Tice 1Vil-
derne8s Society, 421 U.S. 240 (1975), the Supreme Court held that
counsel fees cannot ordinarily be awarded without express congfes-
sional authorization. 'therefore I f citizens are to recover their attorney
fees, this section is essential. It is expected that the courts will apply the
attorney fee provision in 'accordance with applicable Supreme Court
and lower federal court standards:

The Committee is aware that complaints alleging the discriminatory
use of revenue sharing funds have not been processed by the Secretary
as expeditiously as possible. A new section 124 of the Act requires the
Secretary toestablish reasonable and specific time limits for respond-
ing to a complaint and makiNi an appropriate determination with
respect to the allegationseontamed t herein. The new section also re-
quires the Secretary to establish time limits for conducting compliance
reviews and audits of recipient governments to determine compliance

. with the provisions of the Act..
Inter - agency cooperation agreements.To achieve greater efficiency

in enforcement, the bill requires the Secretary to enter into cooperation
ngreements with appropriate. Federal and state agencies. Such agree-
ments Moist detail the cooperative efforts to be undertaken, i eluding
the sharing of resources.and personnel, They must also incl de pro-
cedures for notifying the Secretary whenever findings of die rimma-
tion are made or, in the case of the Attorney General, whenever a
pattern or practice suit is filed against a recipient,

J. AUDITING AND ACCOUNTING

The 1972 Act gives the Secretary of the Treasury the responsibility
for providing for such accounting and auditing procedures and re-

.) views as the deems necessary -to insure that the expenditures of reve-
nue sharing funds comply with the requirements of the'Act. Recog-
nizing the size o1 the revenue sharin program, the number'of par-,
ticipants, and the -virtually unrestric d use allowed, the committee
determined that more explicit and unifo auditing requirements are
in order.

To be able to obtain revenue sharing funds, each State and local
government must utilize fiscal,. accounting and auditing procedures

40 which comply with the standards established by the Secretary of,the
Treasury and must, also conduct independent audits which are in ac-
cordance with generally accepted auditing standards. The "generally
accepted auditing standards" is the standard adopted by the General
Accounting Office and t he Perti tied Public Accountants national orga-
nization. This standard will provide some uniformity so that tha Gen-
evil Accounting Office can effectively conduct the oversight responsi-
bil it ies filaced upon it by this section over the 38,000 governmental

diunits involven the program. ,
The Secretary of the Treasury is-required to promulgate regulations

which assure that each governmental unit conducts an audit each fiscal
year which is in accordance ikith thestandard referred to above. The
section does allow the Secretary to provide for let's formal reviews of
financial information or less frequent audit' for those States or units

.
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of local government wJaise funding under this program is such that
that cost of an annual audit would be unreasonably burdensome.

The regulations are also to provide that the audits and financial
_statements provided by this section are public documents. This re-
quirement should assist in making the citizen participation section of
the Act more meaningful since citizens will be able to see the purposes
for which the revenue sharing fluids were spent. ,

R. PROHIBITION OF USE FOR LOBBYING PURPOSES

The committee recfAmmends that the recipients of revenue sharing
funds be prohibited lIoni using those hinds for the-purpose of lobby-
ing or other activities intended to influence legislation regarding reve-
nue sharing. This prohibition is consistent with the general policy of
the Federal government's prohibiting the use of Federal funds for
the purpose of soliciting additional Federal funds.

There, is no intention on the part of the committee to restrict indi-
viduals, including State and local officials, from-making their views
on related legislation known. The restriction goes only to the use of
reveinic sharing funds for such purposes.

The language of the legislation makes clear that, for purpose of this
prolipition, dues paid to national and state associations shall not be
deemed to have come from revenue sharing funds. The committee does
not intend to restrict the national or state associations, from appro-
priately carrying out their responsibilities to their members.,

It is anticipated that the recipients of revenucksharing funds would
certify in their annual use reports that no funds have beet used in
violation of this pi.ovision.

L. APPLICATION OF DAVIS BACON Acr 0.
The l972 Revenue Sling Act provides that all laborers and me-

chanics employed by contnictors or subcontractors in the performance
of work on any construcfrOn project of which .25 percent or more of
the costs, are paid out of revenue sharing funds, .wiIl he paid iii ac-
cordance with the provisions of the Davis Bacon 'Act. It has been
alleged that many recipient governments laity, allocated their revenue
sharing funds among numerous construction projects in Tier to stay
below the 25 kwreent, threshold on any one project, in an effort to bypass
t lie impact of this provision, '['lie committee recommernhi the-deletion
of the "less than 2:-),' percent" exemption, thereby extending Davis
Bacon Act coverage to all instruction projects financed with proceeds
from the revenue sharing program. The bill does not extend the Davis
-Bacon wage standards to constriict ion projects which are not financed
in part with revenue sharing funds.. .

The committee was also concerned_ iat some, recipients were effec-
tively avoiding the Davis' Bacon provi, n by temporarily employing
on *heir government payroll laborers and mechanics working on'these
conSt Inlet ion projects. The 1972 pivcision applies only to laborers and
mechanics employed by contracrOrsandsubcontractors. The committee
recommends that, the reference to contractors and subcontractors be
deleted, thereby extenRingthe provision to all laborers and mechanics
employed on construction projects financed with reveMie sharing

1 7,
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funds. The committee provision makes clear, however, that it does not
intend this provision to extend to permanent, full-time employees
of the SI ate or local govemnent.

muj411-tNr7,ATII IN (I (A)V IA; fs, li.N

Many of the problems experienced by large numbers of halt, goven-
ments arise because the boundaries or functions of that government
remain static while the constituency it serves fluctuates. One of the
criticisms leveled at the revenue sharing pogcani is that these fututs
tend' to perpetuate ineffectiye and iaellicient units of local government.
Local governmental units should be periodically adjusted to reflect
changing populat ion and economic pat terns.

The bill reported by the committee creates new section of the Act
intended to encourage the modernization and revitalization. of State
and local governments. It establishes as a goal that each.State go ern-
merit should prepare tt plan and, t ime-table for modernizing and re-
vitafizing the State and, local governments. The States are not required
to prepare and implement this plan; but, each State is required. to
Hibinit, to the Secretary of the. Treasury :tn.:111mnd report 'describing
steps taken to achieve the goal. Treasury is required to repent annually
to t he Congross on the progress made by each State in the development
:Ind implementation of the State's plan and t isle- table.

To assist, the States in achieving the goal of t h e ,bill, t he provision
contains a broad series of nonexclusi ve\Oriteria for the State to use if
it chooses in the development of the S:fitte.plan. T'.4; suggested that
t he plan include proposals for itnproving the effectiveness and economy
of State and local governments, the step§ necessary to effect mate those
proposals, and a time -table for effectuating each proposal within a
reasonable period. The States are encouraged to reduce the number of
limited-function governments and special districts and to increase
broad participation of the general public in the decision-making
process.

Thecommit tee emphasizes t hat t his provision is not ma nditi orv, wit h
the exception of the annual report of the State to t he Secretary de
s,ribing any steps taken to achieve t he goal set. forth, The cmmittee 4
further points out that this provision Contains no penalties for failure
to comply.

VI. SATE:qt:NT Pntst-AN To CLAusr, 2(1.) (3) (A) op XI
The House Committee on (lovernment Operations conducted exten-

sive hearings and investigations into the performance of the'tate and
Local Fiscal 'Assistance Act. of 197:2.Tliese act ivitiesdid not result in
any specific oversight findings but rat her in the legislation that is the
!nbject, of this report.

VII. SAE1F,Nt PNSL'AnN TO C.' 1,., USE :1), ( ) t4) or' Rt r.r. XI

The enactment of this bill into law is not expected to have -an infla-
tionary. impact on prices or costs in- the operation of the national
economy.

1;9 4411 71;
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VIII. STATEMENT riunstrANT to Cr.Ausr 7(a) or RULE Mil

( 1) The committee estimates that the enactment of H.R. 13367 will
result in the following rusts :
lorscal year

1970 No coats
1977 $4, 991, 085, 000
1978 6, 054, 780, 000
1979 6, 654, 780, 000
1980 - 6, 654, 780, 000
1981 Not applicable

(2) -No' government, agency has submitted an estiniate of costs
involved in KR. 13367 to the House Government -Operation,q
Committee.

IX: STATEMENTS /3CRSUANT TO Strriox 308(a) or Tor. CoNonEssiox.,
'lictiorr ,-ND IM PDUNDM ENT CONTI101. A(1* or 1974 AND' CLAUSE

1"(1) (3) (a) 'or RULE XI

(1) 1f.R. 13307 provide,q $ U191 billion in Fiscal Year 1977 as new
entitlement authority foe the revenue sharing program. The most re-

. cent concurrent resolution on the budget for Fiscal Year 1977 sets
forth the sum of $7.35 billion for Function 850, Revenue Sharing and
General ,Purpose Assistance. The 302(a) report accompanying the
concurrent, resolution allocates $4.880 billion in Function 850 ew
entit lenient authority to the House Government Operations Coltimit-,
tee, I lence, 11.11. 13367 provides approximately $111 million more new

'entitlement authority for the revenue sharing program than is pro-
vided for in the most recent concurrent resolution on the budget.

-(2) The Con Tressional Budget Office has informed the Committ.
that the five -sia projection of outlays associated 'Witt \ H.R. 13367'I

-, as follows:
outtays

Fiscal year: C Billions
1977
1978
1979
1980 ..,-

1981

'-.

,.

7
-

$3. 325

6.650
6.650.
6.650
1. 663

The entitlement for the last quarter of any fiscal year is paid within
the first five clays of the following quarter. H.R. 13367 authorizes en-
titleinents for three quarters of fiscal year 1977, and four quarters of
fiscal year 1978, fiscal. year 1979, and fiscal year 1980. The outlays for
'fiscal year 1977 are less than the entitlement amount by one quarter's

.
payment, and the last quarter's payment for fiscal year 1980 occurs in
fiscal year 1981. . 1

(3) The Congressional Budget Office has informed the committee
that all new budget authority and budget outlays 16 1 ndated by H.R.
13367 would be for financial assistance to State and al governments.

<
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X. STATEMENT SUPPLIED BY CONGRESSIONAL BUDGET OFFICE PURSUANT
TO SECTION 403 OF TILE CONGRESSIONAL BUDGET ACT OF 1974 1N CON-,
FoRmANcE WIT!! CLAUSE 2(1) (3) (c) RULE XI

CONGRESS OF 'rim UNITED STATES,'
CONGRESSIONAL BUDGET OFFICE,

D.C., May 14, 1976.
Him. JACK 1311OOKS,
C hairman, Committee on Governm.ent Operations, C .ASIWouse of Rep-

resent atires, TV ashimgton, D.C.
DEAR MR. CHAIRMAN : Purshant to Section 403 of the Congressional

Budget Act of 1974, the Congressional Budget Office has pre'paed the,
attached cost estimate for Ir.R. 13367, a bill to extend and amend the
State and Local Fiscal 'Assistance Act of 1972.

Should the Committee so, desit'e, we, would be pleased to provide
"flirt her details on the attach cost estimate.

Sincerely,
JAMES L. BLUM,

(Tor Alice M. Rivlin, Director).
Attachment.

CONGRESSIONAL BUDGET OFFICE

__COST ESTIMATE

' 1. Bill number : H.R. 13367.
2. Bill title; Fiscal' Assistance Amendments of 1976.
3. Purpose of bill : This bill extends and amends the State and Local

Fiscal Assistance Act of 1972. Funds for the general revenue sharing
PrograM are provided for the period from January 1, 1977 through
September 30, 1980.

4. Cost estimate: (Fiscal years, in thousands dfclollars).

1977 1 1918 1979 1980 r 1981

Budget-authority
Estimated outlays

4

3,
99 085
32 , 000

6 654, 780
6, 650, 000

6,
6,

654, 780
650, 000

6,
6,

654, 780
650, 000 1, 662, 500

Vhe original law, Public Law 92-512, groin 3 funding through the 1st quarter of fiscal year 1977. The bill provides
money for the remaining 3 quarters of the 'is year.

5. Basis for estimate: The bill contains explicit dollar amounts for
general revenue shirring pri7yments for the periods, January Jhrough
September 1977, 1978, FY 1979, and FY 1980. In the past, the
spendout pattern IMIS been that. thy allotment forthe last quarter of any
fiscal year is paid within the first five days of the first quarter of the
next, fiscal year. Consequently, the outlays for FY 77 are less than
the budget authority by one quarter's payment, and there is a one
quarter's pilyment iii FY 81 after the program has expired.
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Subtitle I) of the bill targets $112.5 -million in FY 1977 and 8150
million annually in FY 1978 through FY 1980 to poverty areas.
The CHO estimate assumes that the outlays frotif t hiso program follow
the same spendout pattern as the rest of the general revenue sharing
program. Subtitle D also contains an authorization for Congress to
appropriate an unspecified amoiint of additional funds for distribution
under the terms of this program fOr poverty areas. Since there is no
specific dollar figure for this authorization, no estimate has been made
of the costs that might he incurved underthis authorization.

There is also a provision for a non-contiguous state adjustment
amount. For the last three quarters of q+Y. 1977, the amount is $3.585
million, and for the other three fiscal yeafs, the amount is $4.78 million.
This money is available for Alaska and HaNiaii to draw upon, depend-
ing upon the formula they use to determine their allocations. In
the past, they generally have used a formula which does not permit
them to receive additional amounts from this section. It is assumed
that there will be no future, outlays from this authority.

0.Estirnate comparison:Not applicable.
7. Previous ('BO estimate : Not applicable.
5. Estimate prepared by : Roger M. Winsby (225-5,473).
9. Estimate approved by:

J AMES L. litarm.
Assistant Director for 137,(dget Anal ysix.

XT. STWTT ON S ECTI6N ANALYSIS
ACPePtiOn I ,

This Act is cited as the Fiscal Assistance A mentimonts of 1078.
',Ceetion

This section states that the term "the Act" refers to the State and
Local Fiscal AssNtance Aet of-1972 (Title f 9sr-Pubtie Law 02 . 12.
approved October 20, 1972').
Se(.1ion3-- F,linriw it ion of Priority Expend it qe rei,te g °ries,

(to This section amends Subtitle, A of the °Stater and Locaj Fisical
Assistance Act of 1972 to eliminate Section 10:1 which requires local

governments to-spend their allheations of funds received upder this
A-ct for certain "priority expenditures". Under this amendment local
governments would no longer be compelled to spend their-allocations
for any of the following priority categories :

(1) ordinary and necessary maintenance and operating expenses
for:

(A) public safety ('including law, enforcethent, fire protection,
and building endexnforcement ),

(B) environmental protection ( including sewage _disposal,
sanitation and pollution abatement),

(C) public transportatipn (including 'transit systems and
streets and roads),

(I)) health,
'( E ) recreation,
( F) libraries,
( G) social services for the poor or aged. and
(II) financial administration; and

(2) ordinary and necessary ca,pital expenditures authorized by law.
This, amendment would grant local government recipients of funds

. -2 1
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*under this Act the same treatment as that accorded State governments
which, wider the existing legislation, are not subject to the require-
ments set forthin Sect idn 103. a

(b) xis subsection strikes out paragraph (3) of Section 123(a) of
to _let.
ParagTaph (3) of Section 123(a) imposes a penalty upon any local

government for failure to give assurances to the Secretary of the
Treasury that it will use arnourit deposited in its trust fund (includ-' ing interest- earned thereon) during an entitlement period Only for
the priotty expenditures enumerated in Section 103(a) of the Act.
Inder,this penalty, 110 percent of any amount expended out of a local
goKernment's trust fund in violation or paragraph (3) of Section 123
(a)' must be paid to the Secretary of the Treasury unlesscorrectiyq
action' is taken by the government in question, which amount shall
then be deposited in the general fund of the US. Treasury. This sub
section represents a conforming:amendment to eliminate this penalty
provision.

Section 4Elimination of Prohibition,on Cse of Futnds For Match-
ing ,

(a) This subsection strikes out Section 104 which prohibits State
and local governments from using any part of the funds they receive
under the Act, directly or indirectly, to match Fedetal grants received
under othemprograms.

(b) Section 104 (b) authorizes repayment, or the withholding by
the Secretary Of the TreasurY, from State or local units of goverrunent,
of amounts equal to those used in violation of Section 104 (after
notice and opportunity for a hearing is granted to the government in
question) Subsection (b) of Section 4 of the bill is a conforming
amendment to strike 104 ( b) from Section 143-(a) of the Act which
gives State and loCal governments,_after having received notice of
withholding of payments by the Secretary of the Treasury, the right
to file with a T-.S. Court. of Appeals petitioning for 'review of this
action by the Secretary of the Treasury. Since Section 104 is stricken
from Phis legislation, there, is no longer any need for this provision:
Section5Abolitioo'of the Trust Fu.nd,Concept

Amenilments made by Section 5 of the hill delete the concept of a
State and Local Fiscal.Assistance Trust Fund for the Act. The Trust
Fund concept is unnecessary and superfluous to the Act and creates
the impression that revenue sharing funds are somehow segregaerd
front other fundsin the Treasury. The elimination of references to the
Trust Fund does not affect the operation of the program.
Section 0:

(a) P,...rb nsion of l'rogmnt ado/ Fooling.
Section 105 of the Act provided $30.2 billion in permanent. appro--

priations to the State and Local Government Fiscal Assistance Trust
Fund for payments,to State and local governments4luring the five-
year initial life of the program from January 1, 1972- through Decent-

"her 31, 1970. Section 0(a) amends Section 105 to authorizii ,$24.950
billion in appropriations to finance a 334 years extension of this pro-
gram as an "entitlement- program. The extension runs from Jahn-
a ry 1, 1977 to September 30, 1980.

Subsection (c) of Section 105 is redesignated (d)'. 'This subsection
authorizeS that transfers he made from time to time by the Secretary
of the Treasury to the general fund of the Treasury any funds appro-
priated which he determines will not he needed to make payments'
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to St a ernments and units of local government under the revenue
slut pr ram.

A. te u 'section (c) is inserted after subsection (b) of Section 105
whirl& designated A ut horizot ions of Appropriations for Ent it le-
ments"-.`This new subsection contains the following, authorizat Mil' of
amounts to be appropriated to pay entitlements tit qualifying State
and loc7al governments (hiring this extension period:

A uthorizaliowi of a ppropr;al ;0118 for e illement8

In General:
Fur the period beginning Jan. 1, 1977 and endins Sept. 30,

11177
For each of the fiscal years beginning Oct. 1, 1977, Oct. 1,

1978 and Oct. 1, 1979 $0,650,000.000

Subtotal

NuneontIgtions State adjustment amounts (Alaska and Hawaii) :
Fur the period beginning Jan. 1, 1977 and ending Sept. 30,

11177
For each of the fiscal years beginning Oct. 1, 1977, Oct. 1,

$4, 987, 500, 000

19, 950, 000, 000

24, 937, 500. 000

3, 5sii,,,pcio

1978 and Oct. 1, 1979, $4,780,000 14, 340, (100

Subtotal noncontiguous States adjustment aniounts 17,1125, 000

'fetal authorization of appropriations for the period front
Jan. 1, 1977, through Sept. 30, 1080 24, 955, 425, 0110

Stibsect ion (c) (1) (B) contains a pro\lision to conform this section
to section 15 of t116 bill Which creates a new subtitki. The con-
forming exception provides that sums authorized as an entitlement
under subsection (c) (1)(B) in excess of the amount specified in
section 1(13(a) (1) or (2) shall be distributed under subtitle D. as
nn entiblement. This will result in the distribution of $502,500,000
of the $2-1,955,425,000 .being available for distribution under sub-
title D.

Section G(b) amends Section 105, "Allocation Among States'' as
.follows:

Paragraphs (1). (2), nod (3) of Section (1(b) ore conforming
amendments to insure that amounts authorized by subsection (a) Nvill
he distributed as entitlements of states and loyal governments and
provides that diStrinit on will be, hosed on the Anoints alititoPized,
not on the amount appmOriated. This necessarily implies that appo-
print ion's must eclival nuthorizat ions. As a result tlw entitlement system
would appear to he spending authority within the nieaning of Section
4111c 2(c) of the Congressional Budget Act of 1974.

tieetion ( h) (4) mends Sect ion 107 (h) of the Act by redesignating
po rozrophs (6) and (7). as paragraphs (7) and (8) respectively,
and by in,ertin,, n new par:1,9.4114h which contains the following
special rule NVI11011 tilOtlit4.4 10 the first nine months of the extension
period (.1atmory 1. 19-77 through September 30. 11)77)

Under Section 107(b) "a State may receive the full amount allo-
colile to it 'for an entitlement period beginning after June 30, 1973
Only. if it distributes as much to its local governments in the aggre-
gate from vn sources. 0,11 the overage during that entitlement

23



23

period atid- immediately preceding entitlement period as it did in
fiscal year 197'2." 1 'With respect to the nine-month entitlement period
beginning January 1, 1977, the aggregate amount taken into account
for the preceding entitlement period and for the fiscal year 1972
shall be three-fourths of the amounts which (except for this Tara=
graph) wourd 'be taken into account.

Section 6(b) (5) amends Section 108(b) (6) (I)) of the Act, to reduce
the $200 de minimi8 provisions to $150 for a nine-month entitlement
period. Under the 1972 Act a local' government below the level of
county government must be entitled, to receive a minimum of $200
during a one-year ent it lenient period in order to receive funds under
this Act. In those instances where a local government's allocation is
less than this amount, its allotment is added to that of the connty
government in the county area in which the local government is
located. This a Illendlhent Simply reduces proportionately the amount
imposed by the de. minimis yule tor'a shorterentitlement period.

Section 6(11) (6) amendls Sect on 108(c) (1) (C). which' permits It
State to adopt an alternat I've formila for distrilnd ion or these funds
among county areas and among other lbcal governing units (other than
county governments) within the State. The .carrent law permits a
Slate to change the Art's basic formula, only once during tlit five-year
life of the program. Th,is amendment simply extends,thavrovisio to
the %Rd ,of the proposed extension period (Septeniber.II10, 4980).

Secti,on 6(b) (7') amends Se'etion 141 (b) of the Act', which deliirs
entitlement periods to add the following new entitleryent periods: for
the period front January 1, 15)77 through .,SePtcniter 30, 1977 and for
each of the fiscal years beginning Octob'r 1, 1977, Dclober 1, 1978 ;Ind
October 1, 15)79,

7.,11aintenanre of It' Ifort ; Change of throe Year
Se4im 7(e) (f) amends Section 107(b) (1) of the Act to extend

tipplipt-bility cif the provision which authorizes wediiction in a .State
gove'rerrtenf$ allotment. which fails to maintain transfers, out of its
own sources to Oka] governments within its boundary to entitlement
periods which begin op or after January 1, 1977. Under the existing'
law this provision applies to entitlement periods, which begin on or
a fter,,fan nary 1, 1973.

Section 7.(a) (2) strike's oult clause 13-of Section 107(b) (1) and
inserts a new clause which 11,111 iges t vear which is used to ilke -.
mine,. whether a State government has failed to comply with the
maintenance-of-effort provision. The new clause B 811bStititte:-; the
fiscal year 1970, or the most recent, one-year period for which similar
aggregate amOunts are, available, for the base year of fiscal year 1972
Which is given in:the present Act.

(1)) This provision 'amends -Section 107(b) (2) which permits an
adj-ustment, to be made in tile amounts which 11, State must transfer to
its local governments in those instances where a.State, assumes respon-
sibility for a part or all :of a, category of expenditure which, prior to
July 1, 1972, was carried on bx itti local governments, This amendment

1 U.S. Congress. Joint Commitee on Internal Revenue Tax n. General erPlanation of
the State and Local Fiscal Assistance Act and the Federal-State Collection Act of 1972
(11.R. 143,70.92d Congress, Public Law 92-512). Washington, U.S ovt. Print. Off.. Febru-
ary 12,1973, p. 29.
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wou1d change the base year referred to in this paragraph to conform tn.
the amendment offered in Section 7(h) (2) of this hill (which changes
the' base year from the fiscal year 1972 to the fiscal year 1976, or the
most recent watt-year period for which data are available).
,Cfrtiori -141inih'on of Unit of Loral government

This section amends Section 108(d) (1) of the Act to redefine units
of local government which (vilify for payments under this Act to
include the following: the governtnent of a icounty, municipality or
township hir+ is a unit of. general overnfrient (as determined by
the Bureau of the Census for general statistical .paraoses).

Furt hermore. such local governments must meet.. tPhe following re-
quirement's with respect to entitlement periods-Which begin on or after
October 1.1977 At least. 10 pexcent of their total expenditures (exlud=
ing those for general wind financial administration and for property tax,
assesi-inant) during the most recent fiscal year; must have been utilizetfr
for e'in.1) of two of any of the fourteen public services enumerated
below. Exempt from this provision are governmental units which sub-
stantially perfiirm four or more of such services for their citizens.
Furthermore, such local governments must impose taxes or receive.
intergovernmental transfer payments which are utilized by them for
srrh'tantisl performance of'at least, two of the fourteen public service
categories. For purposes of this legislation, a governmentaunit is eon-
sidered to he,imposing taxes even though they are collected by another
governmental entity from the same gedgraphic area served by that
unit. if they are transferred to that local government.

The. fourteen public sexvice categories enumerated in this section
are as 'follows :

(A) police, protection:
(B) courts and corned ions ;
(C) fire protection ;
(D) health services;
(E) social services for the poor or aged;
(F) public recreation;

'C(4) public libraries
(H) zoning or land use planning;
(I) sewerage disposal, or water supi
(.1) solid waste disposal;
(10 ,pollution abatement;

,Th) road or street. construction- and maintenance;
(M) mass transportation; and
(N) education. ,.

This section continues the practice of existing law by including in
its definition of local government, the recognized governin ody of
an Indian tribe or Alaskan native,village (except for ,rpOse,s of
patazraphs (1 ), (2), (3), (5), (8) (C) and (D),f subsec ion (b) and
of subsection (c) of Section (108)) which performs su stantsial gov-
ernmental functions.

Omitted from this definition are single- purpose unit, of local gov-
ernment which currently'receive funds under the Act.
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Serif. Oil 9 -Ilii8 eCtiOn iiihiN 11 711. W Se r1ion 1,20 !o ,C' 116 1 il le /1 of 'Title I
(If Ow .,1 ,

-Suction 120, entitled Modernizat on of .Grove.4uneul.::-reilUires each
state to submit to the :-.3ecetav of t he Treasury an annual epprt de=
scribing steps Hui. i.late has tiiken'to iii.liiiwe the goal uT t his)iect ion.

.The goal is that each state develop It master, plan and fur,timetabl fo
inialernrzingand. revitalizing st!iie and local governments.

If the governor. of the gttte prepares tcproposed master plan drid
tinietable he must allow 12.0 dav-s for comment to elapse before sAlb-
rtrittizor 'nal master plan to the state legislative/111e state legis-
at ui . must c ecide whether or not the final plan and nameable will

be subinittect 0 the Secretary of t he Treashry. A proposedpaster,plan
and timetable s not required nor is the submission of I he final plan or
timetable 'to the yretary required. The Secisetary must °nil receive'
reports' on the steps taken to develop 'ate plan and timetable. ..

Sec't ion 120 contains a listing of broad criteria which may he utilizes
by.tthe SW(' iii developing the wilt ((nts of the plan and timetable if t Wow
state so desires. The Section also contains a listing of suggested met 117
(ids the state indAdesi re to utiliz in discussing t livtfectiveness, econ-ec

(tiny, and equity of t he state And or mal governen'W the master plan.
section 121) reqiiires the Secretary of the Treasury to aapuall.,' r-

por to Congress on tit' progress made by each state in 1Vveiling an ((

itripprtenting aninaste' 'flatland t inlet able and make recommendations
concerning.t he. envoy figement of each state to develop a Master plan
and

0
timetable.

Se olio* 10, 6111-1z( it l'opl;rip'allon ; Jirpoils..
:ZS'u;:tion 19(a), Al ,'4, 9

This slibsect ion amends Sectibn to of t he ,Act. in its Hifi-Thy.
Provisions contained in this section would impose new rtlqutrements

Ion recipient governments in reporting to t heir &;,onstituentlroposed
or actual uses of funds received under t his Act .44,

The proposed use (designated plan'ned use in flip 197'n Act ) and the
act ital'use report provisions are reversed in their order of presentation
in this set:t ion and contain the foblowing requirements: ..

(a) Reports on Proposed ['se, of Viinds-- -State and local govern-
ments which expect to receive funds under t his Act are required to sub-
mit. proposed mss reports to the Smretary of t lie Treasury for entitle-
ment- periods- which lwgin- on or after ,J:plunry I. 1977. '11,p contents
kif such reports air expanded hy the following provisions: ( I I (iovern,'
meats which expect to receive finals must not only report how ti-rey(
expect to spend t heir allotments. brit tli'ey must also provide co 4-Para-
tive data on the use made of 019; hinds received during tl wo im-
niediately preceding entitlemenr periods. (2) Such re oy Ili st also
budget. I:i) Furthermore, they must also indicate ..1,.. her t he pro-
posed use w II be spent for a 11011* :WI iv if\', to V,: oF.'d Or continue an
exist ing activity, or for tax stabilization or re lofi.

(b) Repo ts on Fse of Funds --This a ed subsection also ex-
pands the et ntents of act mil' iistr;report ill he gulunittedby
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recipient governments to the Secretary of the Treasury in the follow-
ing ways : (1) Decipithitgoyet'nments are Ce,quired to make such reports
available to the public for inspection and reproduction. (2) In addi-
tion to reporting-how 00; allotments have been-spent oTrolligated,
they intik alsoi'eport how they haYe been approprili:tea by the recip-
ient. ( 3,),---.2-t<s with the proposed use report, they 'are, required to shop
the relationship of these funds to the relevant functional items in the
recipient government's budget. (4) Furthermore, they must.explain all
differences between how they had proposed to use the funds and how
they wel.e,actually spent during an entitlement ptriod.

(c) Public Hearings RequiredThis is a new subsection which
qaesig-ned,to assure'that citizens will" have a'greater input in deci4on-

maki rig with respect to uses made of these funds by redipient govern-
meats. Ft requires State and lOcrtl government recipients, prior to pub
licat ion of proposed use reports arid priof toadoptiOn of their &Idiot,
to hold the following hearings: - .

(1) Prereport hearing.Each State and local unit.ofigovernment
which expects to'receive funds under this Act, is required, with respect

, to entitlement periods which begin on or after January 1, 1977,1und
after adequate public notice is given,to hold at'leasi °tie public hearing
during which citizens are to be b veil an opportuhitY to make recilm-
niendations rega.rding possible uses which miry barnacle of thtir gov-
ernhient'S allotment of these funds. Such a hearing must be held at

. least seven calendar (lays before submission of the proposed use report.
An additional provision is inserted which permits governing unit-s,to
waive this requirement, in whole or in part, in accordance with regula-
lions prescribed by the'Secretary of the Treasury if the cost of such a
hearing is high in kelation to the amount of funds it receives. Thus
this provision waives this requirement for those governmental units
whi0h,receive relatively small amounts airier this legislation. ,

- (2) Prebudget hearing.RecipiAnt..governments, with mspect Jo
, entitlement periVs which begin on,or after January 1, 1977, are re-

c(tilred to hold at least 011.e public hearing during which,their citizens
. may presqut written or oral comments and may submit questionsCon,-

cerning the proposed uSe of funds received under this Act and the
relationship, of such funds to the entire budget of the recipient goy-

,. el'Ilment. Such hearings must be held notfess than seven calendar days
before, adoption of the budget: It is -required that they be held at a
place, anti at a time which would encourage pubilaattendan.ce and par-
ticipation. ,

,

01 WaiverProvision is made for. the -waiver of paragraph (1)
or (2) in certain cases where compliance would be-prohibitively, costly
or rn conipatible with local law.

((I) Notification and Publicity of Public Hearings; Access to Butlg-
et Summairy and Proposed and Actinfl Use ReportsThis. subsectlion
expands the provisions - of Section 121(c) of the existing law which
sets forth requirem.ents for newspaper publication andopublicity, of
planned-and actual use rePorts. 'Under this amending legi4tibn State
and local goyerntrients which expect to receive funds under the Act are

'subiect to the following reqUirements with respect to entitlement pc-.
rinds which begin on or after January 1,1977 :
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(A) Thirty days before the pre-budget hearinPuthorized in sub-
section (c) (2), they must publish in at least one newskitaper of general
circulation; theproposed use report which is required under subsection
(a) along with a summation of theft proposed budget and notification
of the' time and place where the pre-budget hearing Will be held. They fi
must also make, available for inspection and reproduction by the public,
copies of the proposed use report, the narrative summary explaining
the proposed budget, and a copy of the government's official budget
document. Provision is also made that the requirements for pliblicatiori
of .tlie proposed use reports and, tire narrative summaries may be
wao4d 4n whole Apart, in acoorOance with regulations of the Secre-
tary of the Trdasury wher6 the publication costs would be burdensome
in relation to the amount. of funds a State or local unit of government
would received, or where such publication is otherwise impractical or
not feasible. Such documents are to be made. axitilable tit principal
State and Local government offices or at public libraries.

(B) Wct4in 30 days after adoptio,h of its budget, State' and local
recipient governments are required to publish conspicuously in at
least one newspaper of general circulation an explanation of its official
budget; including changes made from the prOposed budget and the
relationship of the usenf funds under this Act to the relevant func-
tional items in such budget. Itis also required that this summary shall
be made available for inspection and reproduction by the public at
principal State and local offices or at public libraries.

(e) This is a new §ubsection,which requires that copies of the pro-
posed use and rictuarnse reports filed with the Secretary of the Treas-
ury by recipient governments shall be furnished by the Secretary of
the Treasury to the Governor of the State-in whic4 the- nit of govern-
ment is located. Such, reports 'are to be in such manner or form as the
Secretary of the Treasury may prescribe-by rsetilation.

(f) This is a vew'subsection requiring that th.0 proposed use report
he tiledwith the area-wide organization in the metropolitan area which
is formally charged with carrying out the provisions of section 204 of
the Demonstration Cities and Metropolitan Development Act of 1966,-
Asction 401 of the Intergovernmental Oroperation Act of 1908, or
Seition 302 of the Housing and Community Development"Act of 1974.
Section 10(Z)

This subsection amends Section 14.).,3 of the, Act by adding at the
-end, this following new subsection (d) which authorizes the Secretary

..-of the Treasury to include in his annual report submitted to Congress
on the implementation and administration of the Act a comprehensive
and detailed analysis of the folletri ng :

(d) (1)e Me-asiiis taken to comply with Section 122, the nondis-
crimination provision, including a description of the nature, and the,
extent of any noncompliance and the stil's, of all ,bending complaints;

(21 The extent to which citizens have become involved in decision-
making with respect to use of funds made available to recipient
jurisdiestions;

(3) The extent to which recipient jurisdictions have complied with
Section 123, including a description a-4hp nature and extent of any
noncompliance and of measures taken n,ensure the independence
of audits conducted pursuant to subsection (C--),;,
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(4) The manner in which the funds istributed have been used,
including the net fiscal impact) if any, n - recipient jurisdictions;

.(5) Significant problems which have arisen in the administration of
the .Act and proposals to remedy such problems through legislation.

ftirther provision is inserted which would amend Section 105 (a)
(2) to provide that the date when the Secretary of the Treasury' is
required to submit an annual report to Congress on the operation of the
trust fund and on other aspects of this program is changed from
March 1 to January 15 of each year.
'Notion 11 N ondiscrim,im,ttionfanmert
S'ec:loit I I (a)

This subsection amends Section 122 of the Act in its entirety.
This Bi,11 provides that no person is to be excluded from participation

in, be denied the benefits of, or be subjected to discrimination under
any program or activity of it recipient government on the basis of race,
color, religion, sex, national origin, age, or handicappcd status.

The prohibition agaThst discrimination is strengthened in five major
ways. First, the Bill requires that all activities of a recipient govern-
ment be free from discrimination, not only activities Which are funded
with shared revenue. However, this provision dbes not apply if a
recipient government can prove, by "clear and convincing evidence,'
that 'the activities alleged to be discriminatory are not funded by
shared revenues. Second, to the prohibition is enlarged to include
a prohibition of discrimination based on religion, age, and h dicapped
status in addition to race, color, national origin and sex i.n th present
Act. Third, the Secretary of the Trepory is directed to take certain
steps, which may result in the suspension or termination of pity cuts,
to enforce the nondiscrimination provisions. Fourth, the filin o1 'a,
lawsuit 'by the Attorney General alleging a pattern or practice 4,,
prohibited discrimination can result in the suspension of Revenue
Sharing payments. 14'ifth, the Secretary of the Treasury is requiM1
to enter into cooperative agreements with federal and state tigen,'Ies
providing for the coordination and the sharing of civil rights persAliel
and resources.

The Secretary 'mist send out' noncompliance notices after any
Federal or State court or Federal or State administrative agency has
found that a recipient government has engaged in a pattern or prac-
tice of RI rohibiting discrinnittion. In order foi: ederal or State
agency 'finding to trigger notice by the Secretilry, the agency mu,st
have provided the respondent with adequate notice and opportunity
for a hearing in accordance with comparable provisions of the Ad-
mini'strative Procedures Act. The noncompliance notice must beknt
within ten days after publication of, or receipt of notice of, the court
or agency findings, of prohibited. discrimination.

A noncompliance notice must also he issued whenever a t thQ-sapiji,

Treasury investigation (which must include an opportunity for 'the
recipient to make a submission of documents) leads to a determlnat ion
of discrimination. This notice must he sent within 10 days after a
Treasury determination of noncompliance.

A ninety-day period automatically begins to run from the date
the noncompliance notice is issued. At the end of that period, if
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neither voluntary compliancc nor a compliance agreement have been
achieved, or preliminary relief has not been grafited; entitlement pay-
mentsto the recipient government are to be suspended.

The right to a preliminary hearing for the purpose of deferring
the suspension of funds applies to those cases where a noncompliance
notice was based upon a Treasury investigation. In all other oases,
..noncompliance notices are 'triggered only .after Courts and agencies
have already afforded .the recipient 'government an opportunity for
a hearing on the discrimination charge.

The suspension is effective for no longer than 120 days, or if there
is a coinpliance hearing, no longer than 30 days after the conclusion
of the hearing. The suspension will be lifted and payments resumed
after the recipient' jurisdiction enters into a compliance agreement
approved y the Secretary and the Attorney. General or after the
government conies.into full compliance with a final order or judgment
of a federal or state court or is otherwise found to be in compliance
by such a court. However, in the case of compliance with a final order,
payments are not to be resumed, unless the final order or judgme A
complied with addresses all matters raised in the-noncompliance noti
issued by the Secretary.

The Bill allows the recipient government to obtain a hearin,
on the merits at anytime after it receives the noncompliance not
and before the end of the 210th day following such notice. This com-
pliance, hearing must commence within 30 days after the request is
made and the Secretary must make a finding as to whether the re-
cipient is in compliance with the nondiscrimination provisions..within
30 days after the conclusion of the nonctmpliance hearing.

If the Secretary, finds that the recipient is in compliance, any sus-
pended funds shall be released and future paYthents made. If the
Secretary determilnes that the jurisdiction' is not in/compliance,
Treasury is required to terminate -the payment of revenue sharing
funds and to notify the Attorney General in order that the- Attorney
General may institute an appropriate civil action The Secretary may
also seek repayment of revenue sharing funds if app'ropriate:

The Secretary must make a determination of compliance or non-
compliance in all cases. If no compliance hearing is hpld, these de-
terminations must be made by the 210th day after the issuance of
the noncompliance notice. If the recipient government has been
aggrieved by the Secretary's determination that government may
seek judicial review oPthe finding pursuant to Section 143 of the Act.

Revenue sharing funds are to be Withheld upon the filing of a law-
suit by the Attorney General 'alleging that a recipient government
has engaged in a pattern or practice of discriminatory conduct on
the basis of race, color, religion, sex, national origin, age, or handi-
capped status. A 45-day waiting nptc.iod begins after the filing of the
suit. During the 45-day period, eithe)r party can obtain preliminary
relief ordering the deferral of the suspension. Otherwise, suspension
remains effective until the court orders suspended payments., to be
released and further payments to be paid.

The Bill requires the Secretary to enter intocooperative agreements
with appropriate state agencies and with other federal agencies. The
agreement must provide for the sharing of civil rights enforcement-
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Personnel and re. nitres and require that. the Attorney General ini-
m.ediatelv potify he Secretary of 'Lily lawsuits alleging a pattern or
prac,tice, of discrimination instituted against a recipient government.
8 erton1 1 (b)

This subsection adds a xiew section 124 and a new section, 125 to
Subtitle B of Title 1 of the Act.

Section 124, entitled "Complaints and Complianci, Review," mail-
da the Secrctar of the Treasuryto-promulgate regulations estab-
1. ling reasonable time limits within which the Treasury and cooper,-
siting agencies must, respond to a complainant alleging prohibited'
discrimination in a recipent government:rho regulations must in-
clude, but are not limited to, 'time limits for instituting an investi-
aation making a determination of alleged discrimination and advis-
ing the complainant of the status of the complaint. 'Ile regulations
must also establish time limitA within which theSecretary roust con-
duct audits and reviews of the compliance activities of recipient gov-
ernments.

Section 125"Private Civil Actions" allows a court to grant rea-
sonable attorney fees to a prevailing plaintiff in a lawsuit enforcing
the Act. The Section also alloWS the Attorney General to intervene
in any lawsuit, of °general publie'importance enforcing the Act and
provides the United States shall be entitled to the same relief as
had instituted the action: °
Section 10Auditing and Accounting

.Subsection (a) is a conforming athendment to change the language
of section 123(a) (5) (A), which relates to the requirement that State
and local go,vernments, in order to qualify for payments under this

.Aet, use certain fiscal, accounting and auditing -procedures. Under
this limendment the language is changed to conform with amend-

... ments which are made to Section 123(c) under Section 10(b) of this
bill.

Subsection (b) amends Section 123(c) as follows : -

(1) In general.This grovision is the same as that 'provided in
section 123(c) (1) except that it specifically states that the Secretary
of the Treasury is authorized to accept an audit by a State or local-
unit of government of funds they receive under tins Actpif he deter-
mines that their audit procedures are reliable. Under the 1972 law,
only State governments are authorized to make an audit of both
State and local government expenditures for submission to the Secre-
tary of the Treasury. Furthermore, under this amendment, such audits
are to be conducted in conipliance with a new paragraph (2) relating
to independent audits.

(2) Independent oaudits.This new paragraph is inserted which
authorizes the Secretary of the Treasury to promulgate no later than
March 31, 1977, regulations which require state and local government
recipients to conduct an independent audit of their finances during
each fiscal year. Such regulations shall also include a provision which
permits more simplified procedures or less frequent audits for those
governmental units where the cost of such may be unreasonably
burdensome in comparison to the amount of allotment they receive.
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'Flies° regulations shall providC further that t4itchitindit reports shall
he ina(le available to tir public.

l'oimptrolIcryoitrul shall re le II' COM pi it lire.---This provision
1111(11111111.C(I' except that it is changed from paragraph (2) to

paragraph (3).

SErl'ION BY SE("Fl()N---1).\ VIM BAON
,N./;.lion 1.f

'Ellis section amends Section 123 (a) (6).'of thi, 'Act in its entirety.
The Bill provides thaEa recipient government must assure the,See-

rotary of the Treasury that all laborers and mechanics employed in
he performanew of work on any construction project financed with

!Ii aced revenue will be pai(1 %vakr,esat ratcs not less than those pre-
vailing on similar construction projects in the locality in accordance

..ith the Davis Bacon Act as amended, and that with respect to these
labor andards, the Secretary of Labor shall act in accordance vvitll
Reorganization Plan Numbered 14 of 1950 and Section 2 of the Act
of June 13,1934, as amended.

The Bill broadens the coverage of the Davis Bacon Act to include
construction projects financed with '25 percent or less shared revenue
and to include temporary employeeS of recipient governments. An
express exemption exists for regular or permanent employees of recip-
ient governments.
Section 14Prohibition of Use for Lobbying Purposes'

Section, 123 of the Act is amended by adding at the end a new. sub-
section which prohibits any Statt or local government recipient from
using, directly or indirectly, any part of its allocation of funds received
under this Act for lobbying activities which are for the purpose of
influencinglegislation relating to provisions of this Act;
ectian 15 Supplenu:ntal Fiscal Assistance
This section adds a new Subtitle D, Supplemental Fiscal Assistance.

Section 161Short Title
This subtitle' is cited as the Supplemental Fiscal Assistance Act of

1976.

SectionIPPayments to State and Local Governments
Each Strife and local government is to be paid by the Secretary of

the Treasury, out of amounts appropriated under this subtitle, an
amount determined by the allocation procedures under Section 164
for each entitlement period. Payments are to be made in installments
but, not Tess often than once each quarter. Payments are to be made
not later than. five days after the close of each quarter, and may be
rnacle'on the basis of estimates. Whenever a State or local government
has been over- or underpaid, adjustments are required.
Section, 163Authorizations c

,

Any funds that Congress deems necessary to adequately fund the,
Supplemental Fiscal Assistance program are authorized for appro-
priation for each entitlement period beginning on or after January 1,
1977; however, there will be no authorization for any entitlement
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period unless fpuls provided under Section 105(c) (1) equals: (1)
$4,875,000.000 for the entitlement period January 1, 1977, through'
September 30, 1977, or (2) $6,500,000,000 for any 12-month entitle-
ment period thereafter. Any funds authorized in excess of these
amounts under Section 105(c) (1) must be distributed as an entitle-
ment in accordane with this subtitle. Any additional funds hit. distri-
bution undel die provisions of subtitle. D must be appropriated in
ru:i.odatie with. the authorization provision in section 163(b).

t ; Deterovisation of Amount of Parnegito
(a) No State or local government is eligible to receive any payments

under this subtitle unless its entitlement under SectiokAL40.14-8::
exceeds its entitlement arrder Section 1,07,-esID.B.;-rw7ittied; words, each
govenment-will receive an amount wlikh is at least equal to the
amount provided by Section 107 or 108.

(h) Subject to the eligibility provision of subtrectiOn is each State
and local government will be paid the amount by w its entitle-
ment under Section .167 or 168 exceeds its entitlem t 'under Section
107 or IOr, unless affected kiy (c) (1) or (2) which fol ows.

(c) (1) If the amount available under Section 163(a) (b) for
any entitlement period for making payments under this Su
not, sufficient to pay the total incremental amounts, then each pay-
ment for that period would be ratably reduced. If, after payments

,_have been- ratably reduced, additional funds become available for any
entitlement period,. the reduced payments must be ratably increased.

(c) (2) If the payment to an local government, other than a county
1. government, is less than $2,500 ($1,875 for a 9-month entitlement'

Period or is waived for any entitlement period, then in lieu of being
paid to the local unit, the amount will be added to and will bec,orne
part of the payment of the county government.
SW! ion Nti-L-Litrina e of Funds

(a) Any fun s appropriatdd pursuant to Section 163(f) are to
remain available without fiscal year limitation and are to be used only

- for payments to State and local governments eligible to receive pay-
ments under this subtitle. y January 15 of each year; the Treasury
Secretary must report to Congress rn the- operations and payments
under this subtitle.

(b) Appropriated amounts not used for payments to State and local
governments are to be transfertec146 clic-0E6ml fund of the treasury.
Section 166 Computation of Allocation Among States

The amount authorized under Section 105(c) (1) is to be allocated
among the States for each entitlement period as follows :

(a) AllOcittion_ on the basis of income factor Forty percent is to be
distributed according to a formula ithich multiplies the population of
each State by the income factor of tlrat State. The formula then corn-

. pares the resulting product fora State with the sum of the products
similarry determined-for all States.

.(b) Allocatign on the basis of tax effort, factor : Sixty percent is to
be distributed according to a formula which allocates krnong the States
in the same proportion as the amount allocated to each State' under
subsection (c) bears to' the sum of the amounts 'allocated to all States.
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(e) (1) For purposes of subsection ( f) the amounts allocated to a
State under this subsection should be determined' under paragraph (2)
or (3), whichever allocates t he higher amount.

(2) General Tax Effort Amount : The amount allocated to a State
under t his paragraph would be determined by a formula which multi-
plies State population by the State general tax effort factor. The
formula then compares the resulting product for a State with sum of
the products similarly determined for all States.

(3) Income Tax Effort Amount: The amount allocated to a State
under this paragraph' would determined by a formula which multi-
plies tit ate population by the State income tax effort factor. The for-
mula then compares the resulting product for a State with the sum of
the products similarly determined for all States.
Str/bon ntitlements.of State Governments

(a) Division between State and local governments. Each State
government is entitled to receive, one-third of the amount allocated to
the State area for each entitlement period. The. remaining two-thirds
'of the amount allocated to the State area is to be, allocated among local
units of government as described in Section 168.

(h) State Must maintain transfers to local governments.
(1) Each State government must continue to use its own fjinds to

assist a 11 units of local gonrriment within the State to the same extent,
that had Nen apn1k prey.lous Ncedilittgly, 1p State Iglivernineht may

^te7)eive, its total entitlement for thOperiod beginning On or after Janu-
ary 1, 1977, only if it distributes as.much to its.local governments in
the aggregate from its own sources, ow the average during that entitle-
ment period and the immediately preceding entitlement period, as it

. did in the one-year period beginning July 1, 1975, or, until data on
this period are available, the most recent one-year period. If i fails to
do so,'the State's entitlement will be reduced by the am reduc-
tion in its aid to local governments. Any reduction is to reated as a
distribution by the Stateto its local governments for tha

C2) When a State
was

imanned- responsibility fora ,cateZ°yd.o.
`penditures whiCli was the responsibility of its local governments prior
to January 1, 1977, 'the amount it must distribute to its local govern-
ments may be-reduced by an amount equal to the increased State spend-
ing out of its own sources for the assumed category.

(3) When a State has conferred new taxing authority on one or more
of its local governments after January 1, 1977, the amount it must dis-

ibute tO its local, governments may be reduced by an amount equ to
t lte greater amoun f either (1) taxes collected under the new, xing
authority by tI ocal governments or (2) by the amount'of-revenue
-loss to the to by reason of the new taxing authority conferred on
local go nments. If the new taxing authority is merely an increase
in a eviously authorized tax, no amount can be treated as collected

1) in exercise of new taxing authority by local governments unless the
ecretary of the Treasury determines that the State has decreased a

related State tax.
(4) For the entitlement period January 1, 1977, through Septem-

ber 30, 1977, the aggregate amounts taken into account' under para-
graph (1) will be three-fottrths of thkamounts which wouldnormally
be taken into account.
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(5) If the Secretary determilies that a State, has not maintained its
effort and that a reduction in'its entitlement should be made, he must
give the State reasonable notice and opportunity for a hearing. After-
wards, if, he continues to believe that an entitlement reduction should
be made, he must determine the amount of such reduction, not i fy.the
governor of the State that the entitlement will be reduced becaus6 of
the State's failure.to maintain its effort, and withhold from subsequent
payments an amount equal to the reduction in the State's natintenance
of effort. '4

(6) After any judicial review,under,Section 143, an amount equal to
the reduction} of any State goverhme,nt must ,be made available for dis-
tribution to the State local governments in accordance with Section
168. If, because of the limits imposed by Section 168, any portion of
ttie funds,cannot be distributed to local governments, they will be tvms-
fdrrod to the general fund of the Treasury.

.section168Entitlements of Loca, Governments
(a). Allocation among county areas: The two-thirds a'mount allo-

rate to a State's local governments for any entitlement period will be
further allocated among a State's county, areas according to a formula
which multiplies county area population by the county, area tax effort
factor, by the county area income factor. The formula then compares
the resulting product for a county area with the sum of the products
similarly determined for all county areas within a State. In other
words, 'each county area share is determined by its relative standing
among all county areas within a State on the basis of pbpulation, tax
effort, and income.

(b) Allocation to county governments, municipalities, townships,
etc.:

(1) County governments.The funds allocated to a county area are
then allocated between the county government and the aggregate of .
other.general purpose local units in that county on the basis of their
relative adjusted taxes. .

(2) Other Units of local government :After the funds allocated to
a county area have been divided between a county government and
the other local units, the local government's share is divided among
the eligible units of local government according to the same three-.
-factor formula that was used to distribute funds among c,ounq, areas,
except that an individual government's share is dependent, on its popu-
lation, tax effort, and income in relation to the population, tax effort,
and income of all other eligible, units within that particular county
area.

(3) Township governments :If one or more townships is located
in the county area, thenthese golernments Nillbe treated as local units
of movernment for the purpose. of making the distribution described
in the preceding paragraph.

(4) Indian tribes and Alaskan native tillages: If a State has an.
Indian tribe or Alaskan native village with a recognized governing
body which performs substantial governmental functions, then before
the allocation among county areas, as described in (a) above, each tribe
or village will be allocated a portion of the two - third local government
share on the basis of the relative population of that tribe or village,
within the State.compared.to the population of the Sate as ,a whole. If
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such an allocation applies, the total amount allocated to tribes and vil-
lages will be subtracted from the local governments' two-thirds share.
If the governing body of a tribe or village waives the entitlement for
any entitlement period, then the provisions of this paragraph are not
applicable resulting in the distribution of the waived amount among
all other local governments wit hin the State.

(5) Buie for small units of government special allocation rule
can be used for units of local government (other thanocminty govern-
ment) which have a population not ill excess of 500: If the Secretary,
of the Treasury determinesthat, the data. available, for-any en titlrnlent
period for ,such small units are not adequate for the application of
the three-factor formula, used for distributions to local governments,
he may allocate- fluids to these governments on the basis ottheir popu-
lation to the total population of all governments located in the county
area, If this provision applies to any county area, the amount to be-
allocated among other units of local government in that county area,
for that entitlement period will be reduced accordingly.

(6) Entitlement. d
(A) in yeneraI.,---Th6 entitlement. of any unit of local govern-

ment for any entitlement period' is the amount allocated to it by
this subsection, except us provided by (13), (C), or ID) below.

(B) Alazirnurn per capita entitlement.The maxinium linlita
tion fin any county area or unit of local government (other than
a county government) ih the State:t,is300 percent of the per capita
allocation to all local governments irl'the State.

(C) Limitation.-7A county or local. government may not re-
wive ail allocation that exceeds 50 .percent qf its adjusted taxes
pips intergovernmental transfers Of revenue.

D) Entitlement less than $2,500, or governing body wai'ues en-
titl ment.If any local government Woe/the county government
leYe receives.an entitlement of less than $2,500 for any annual
ental ment period '($1,875 for a nine-month entitlement period)
or if II e local government's governing body Waives its entitleinent
for any entitlement period, then the amount of the entitlement
will hem] le part of the county government's entitlement in lieu of
bring paii to the local unit.

(7) Adj,ustm nt of Entitlement.--:
(A) In eneal.In adjusting the allocation of any comity

area or local.yrovernment, the Secretary must make any adjust-
ment required'', by the 3:00% constraint, first. ar4 jadjustment re-
(mired by the 50,C limitaton seeond, and any adjustmentl'equired
by a waiver or I lie $2.500.minimirm payment-third,

(B) Adjustment for application pf 911VX1.71111117, per capita en-
titlement.- In the course otinakincr adjustments to the allocations
of county areas or Units of local governments under the
mum constraint provision, the, Secretary is to make adjustments
to the county areas before adjustments are made to local units of
government within the counties.

(C) A djust therit, for application of limitation.If the Secre-
tary reduces the allocation to any unit of local government due to
application of the 50% constNunt. the amount of that reduction
will be added to (lie allocation of the next higher level or govern-
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meat. In the case, of a mu nci pal or township government, the
manna would go to the county government. In the case of a
county government, the amount will go to the State government.

Section 169.Prfiltillore and Special Rates for Application of For-.nuelag
00 (1). Population. Population is to be determined on the same

basis as resident is determined by the Bureau of the Census
tical purposes.

(a) .(2) Exempt income.Exempt income is to lie one-fourth of the
annual income designated by the Bureau ,of the Census as the low-
income-level for a family of four.

(a) (3) Aggregate exempt inicome.Aggregate exempt iivome for
any unit of government is to be the population of the go erninent
times the exempt income to defined in paragraph12)

(a) (4) Income,Incomejs to he total money. income from all
sefurces, as deterinined by Census for general statistical purposes.

('a) (5) DateS for determining allocations and entitlements. The
7cretermination of allocations and entitlements for each entitlement
period must be made three full months preceding each entitlement
period,- unless regulations provide otherwise.

(a) (6) Intergovernmental trans fers,An intergovernmental trans-
fer is an amount receiver.} from another government as a share in fi-
nancing or as reimbursthnent for the performance of governmental
functions. Only thoSe items classified for general statistical purposes
by the Bureau of the Census as intergovernmental transfers will 'be
considered.

(a) (;) Data used; uniformity of data.
(A) The most recently available data provided by the Bureau

of the Census or the Commerce Department will be used for allo-
cation purposes, except as provided in paragraph (B) which
follows. .

(B) The Treasury Secretary is authorized to use additional
data (including.-data based on estimates) when he determines
that data referred to in the abofe- paragraph do not reflect the
most recent developments or are not comprehensive enough to
provide for equitable allocations. He must issue the necessary
regulations to carry out this provision.,

(b) Income factor.The income factor of a State, county area, or
local government is a fraction. The numerator is' composed of the
number of persons in families below' the low-income level and the

number of unrelated individuals 65 years old or over who are below
the low-income level. In addition the numerator also includes ,those
persons in, families and unrelated individuals 65 years old or over
whose incomes are between 100 and 125% of the low-income level if
they reside in an urbanized area's central city. The denominator is
composed of the number of persons in families and the number of un-
related indiViduals 65 years old and over regardless of their income
level. The terms used in this paragraph are defined in accordance
with definitions used by the Bureau of the Census for general statis-
tical purposes.

(c) General tax effort factor of StateS.The general tax effort



37

factor for any State for any entitlement period is defined as the not
"State and local taxes collected during the most, recent reporting year
divided by the total money income less aggregate exempt income (de-
fined in subsection (a), paragraph (3) above) attributed to a State.
The State and local tax used. in the computation Of a State's general
tax effort factor are defined as the compulsory contributions exacted
by a State, local govermnent, or any other political subdivision of a
State for public purposes as determined by the Bureau of the Census
for general statistical purposes. Items to be specifically excluded from
the State and local tax figure are employer- employee' assessments and
contributions to retirement and social insuranee, systems and special
assessments For capital outlay-. The State and local taxes to be taken
into account are those for the most recent year' available from. the
Bureau of the Census before the close of an entitlement period.

(d) Income tax collection.,1 of States. A. State's income tax collec-
tions for any entitlement period are defined as the' net amount col-.
lected-from the State individual incothe tax during the last calendar
yertyflrieh ended before the beginning of-an entitlement period. The
State, individual income tax is defined as a tag imposed upon the in-
come of individuals by a State and, described under Section 164(a) (3)
of Title 26, United States Code, as "a State income tax.

(e) Iwome tax effort factor:The State income tax effort factor
for any entitlement period is described as the State's income tax col-
lections divided by total money income from all sources less aggregate
exempt income (defined in subsection (a), paragraph (3) above). "

(f) Tax effort factor.of a county area.The, tax effort factoof any
county area for any entitlement period is described as the adjusted
taxes of all governments within the county, arevlivided by the greater-
of (1) aggregate income less aggregate exempt income attrilltaVe
to the county area, or (2) one-half of the county area's aggregate
exempt income.

(g) Tax effort factor of await of local government.The tax effort
factor of any unit of local government for any entitlement period is
described as that government's adjusted taxes divided by the greater
of ( 1) aggregate income less aggregate exempt income attributable to
the local government, or (2) one-half of the:local government's aggre-
gate exempt income. Adjusted taxes are described in the same Aeneal
manner as the local taxes taken into account for purposes of determin-
ing the gen:eral tax effort of a State (described above in ,(e)). low-
ever, in calculating adjusted taxes, that portion of the taxes properly
allocable to education expenses is specifically excluded.

In addition, where, a county government, exacts sales taxes within a
municipality, and transfers part or all of those taxes to the municiphl-
ity without specifying the purposes for which the municipality may

/ spend the revenues and the governor of the State notifies the Secretary
of the Treasury that this is the case, the transferred taxes are to be
treated as taxes of the municipalities and not as taxes of the county
government.

All payments received under this subtitle must, be deposited in a
trust fund established by the recipient. This is identical to the require-
ment imposed by Section 123(a) (1) of subtitle B.

0
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Section 16-11' fleetly(' bate'
This section provides that the amendments made by this bill shall

become effective at't he close of December 31, 1976the date when the
present program expireswith the following exceptions

(1) The provisions of Section 5, which relate to extension and fund-
ling of the program, shall-become effect ive on the date of enactment.

(2) The provisions of Section 7, which aniend the definition of local
governments, shall become.effective at the close of September 30, 1977.

XII. CtiAsoys IN Exisla so Ln Ny M.uii: BY Ti I-E BILL, AS REPOWITED

In compliance with"clause 3 of rule XIII of the Rules of the House
of Reprcsentatives, change; in.existirig law made by the bill, as, re-,
ported. are drown gits follows (existing law proliosed to be omitted is
enclosed in black brackets, new matter' is printed in italics, existing
law in which no change is proposed is shown in roman) :

S r.yrr. AND LOCAL FISCAL ASSISTANCE ACT OF 1972

AN ACT to provide fiscal assistance to State and local governments, to authorize
Federal collection of State individual income taxes, and for other purposes

lie it (mule(' by the Senate and house of Representatives of the
United Statv of America in Congress assembled,

TITLE ITFIRCAL ASSISTANCE TO STATE AND LOCAL
GOVERNMENTS

Subtitle, AAllocation and Payment of Funds
SEC. 101. SHORT TITLE.

This title may be cited- as the "State and Local Fiscal Assistance
Act of 1972".
SEC. 102. PAYMENTS TO STATE AND LOCAL GOVERNMENTS.

Except as otherwise provided in this title, the 'Secretary shall, for
each ent it lenient, period, pay [out of the Trust Fund] 42

(1 ) each State government a total amount equal to the entitle-
ment of shell St at egovernment determined under section 107 for
such period, and

(2) each unit of local government a total amount equal to the
cut it lenient. of such unit determined under section 108 for such
period.

In the case of ent if lenient periods ending after the date of the enact-
ment of tIlis.ct, such payments shall be made in installments,but not
less often than once for each quarter, and, in the case of quarters
ending a ft er_Septemher 30, 1972. shall be paid not lafer than 5 clays
after the clos'e of each quarter. Such payments for any entitlement
period,ma v be initially oracle on the basis of estimates. Proper adjiist-
ment, shall he-made in the amorint of any.payinent to a State goven-
ment or a unit of local govdrmnent .to the extent that the payments
previously made to such government tinder this subtitle were in excess
of or less than the amounts roclitired to be paid.
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FEC. 103. (SE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY'
EXPENDITURES. . .

%
[(a) IN (ir'Nr0m,.--- Funds rervived by units of Vocal government

under this subtitle may be used only for priority exr,,,venditures. For
purpose, of thi;1 title, the term -priority txpenditures; means only-,---

[( 1) ordinary and urqessay ihaintenance and\operating ex-
penses fob- .

[IA) public safety (including law en foNement, fire pro-
tection, and building code enforcement). .

[( I{ ) environmental protection ( including sewage disposal,
sanitat ion. and pollution abatement ).

[(i') public transportation (including transit systems and
streets and roads), - . es

[( I)) health.,
[(I?) recreat ion,

( F) libraries, . .

t ( 1 ) social services for tie poor or aged, and
[(u) (Melilla) administration: amr

[i .2) ordinary add necessary capital expenditures lutliorrzed by
law.

[(h) ( 'Etcrivu..vrt...s nv Locm, GovEaNmENTS.The Secretary is au-
thoried to accept a certification h'y the chief executive.officer of a alit
of local government that the unit of local government has used the'
funds received by it under this subtitle for an entitlement period only
for pricirity expenditurAr,unless-he determines that such cert?fication"
is not sUfficiently reliable to enable him to carry out his duties under
this title.
[SEC. 104. PROHIBITION ON USE AS MATCHING FUNDS BY STATE OR

(..LOCAL GOVERNMENTS.
[(n) I N Tii:N Eit.I I. NO"State govelunent or unit of local govern-

ment nay i<e. directly or indirectly, any port of the funds it receives
wider this sulititle as a contribution for the purpose of obtaining Fed-
era] funds under env law of the Unitokl States which requires such
government to make a contribution in order to receive Fed6ral funds.

[(I)) Drrrnm 1 NATInNS ray S :C:TARA' 01' THE 'UREA SUItY.If thg.S.Pe-
retary has reason to believe4hat a State government, or unit' of, local,
government has used funds received under this subtitle, in violation of
subsection ( a), lu' shall give.reasontible notice and opportunity, for
hearing to such government. I f, thereafter, the Seefetary of theoTreas-

,11rV (let 01111 !WS f hat such government has used funds in violation of
subsection (a). lie shall notify such government of his determination
and shall request, repayment to the United States of an amount
equal to the fonds so used. To the extent that such government fails to
repay such amount, the Secretary shall withhold from subsequent
payments to such governmept under this subtitle an amount eqiial to

'... .thu funds o m -od. `_s_
, .

F r ) INC HEAS-P.1) STATE on 1,1 Wu I, GOVERNMENT HENT.N.CEs. Nd State
goverymput or linit of local government shall be determined to have

__tiled fumi,,.in violation of subsection .(a) with respect to .any funds
received rcpr any entitlement period to the extent that the net 'twenties
receired by it from its own sourms during such peiod exceed the net
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revenues received by it from its own sources (luring the one-year period It-
`beginning. July 1, 1971 (or one-half Of such net revenues, in Ihe case
of an entitlement peribd of 6 months). ,

r( d ) DEPOSITS AND TRANSTiTS; TO GENERAL. FUND.Any amount
repaid-by a State government or unit of local government, under sub-, .
section (b) shall be deposited in the general fund of- the Trelisury. An
amount &pal() the -reduction in payments to 'any State gov .rnmeitt or:
unit of local government,which re4ults,from the application of this sec-
tion (after'any judicial review under section 143) shalrbe transferred
from the Trust Fund to the general fund of the Treasury on"..the day
on which such reduction becomes final. -,

( (e } CnirrivicATEs BYiST'ATE AND Le/CAL G,OVERNMENTS.The Se C IT -
- Mary is authorized to accept a certification by the -Govern:Or of a State

61<the.,cliief exe utive Biter of a unit_ of local government that the
'State, goyernmen it-of local goyernmentlas hot used arty funds
receiy by it under thit subtitle for an entitlemeneperiod ii) vlolation

,. of subset oil (a) unless he,determines that such certification is not, .

VtacioitttrY lialile to enable him to, carry but his duties under this'® -.
title] . ; ,

KC. 105. ECREATIQN OF TRUST FUND ;3 APPROPRIATIONS; .AUTHOR-
'.. IZATIOIV -OR ENTITLEMENTS.

ic.
. ( ( a ) TWIST PITIsiDf.% ; . , ',3

t (1) IN GETcnunn.',.--Tli ; is hereby establishe4 on the. books' of
the TireaS6 of e United a trust. fund`tobe known as the

. "State, and ''Local Government al Assistance Trust Fund
' (referred to in, thiSsubt,itle as the ".Tru Ftind")...TheTrust Fund-. -

shall remath;availableikithoutfiscal. year nation atd shall con-
- ,,sipt of such amounts as mae ppropriat A to it and deposited

in it as provided in subsection-- .b).Except its provided in this.
title; amounts in" the Tri;tSt- Fund ina,y be used only for the pay-; --

. meets to Stake and lodal governments provided by this?' subtitle.
.. [N) TRUSTEE. The Secretary of -,the Treasury shall be the

trustee of the Trust ..,:Fund and shall report to the Congress not
- later than March 1 of each year on the operation and status of-

the Trust Fund dui9g the preceding fiscal year.]
(a"),, Irv' Gifivsnifr..2--Funds appropriated pursuant ,to subsections

(b).and (c) shall-rdmain -available without fiscal year limitation and
shall be used for Om payments to State and local governments as pro= ..,

Vide(' by this' title. The Secretary, of the Treasury shall report to
the Congress not later, than January 15 of each' year on the operations
and paijme,nts under this subtitle during ,the preceding fiscal -year.

(k) APPROpiiie.Troxs. .
t.

(1) IN OENEunp.,,There is ap.proptiated [to the Trust Fund,
out of amounts in the general fund of the Treasury. attributable to
the\ collections of the Federal individual income Imes not other-
wise appropriated] for the purpose ,of, makin# the payments au-
thorized by this subtitle = - -

(.1)' for,the period' beginning January 1, 1972, and ending
' 'June 39; 1972, $2,650,000,000 ;

N. (B)7 for the period beginning July 1-, 1.97., and ending De-
cember 31, 1972, $2,650;000,0,00; ,-. . .. .
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a (C) for the period beginningJanuary 1, 1073, and ending
June 30,1.973, $2.987,500,000;

(D) for the fiscal year beginning July 1, 1973,
$6,1:60,000,000:

(E) fffbr the fiscal year beginning. July 1, 1974,
16,200,000,000 ;

(F)_ tor the fiscal year beginning July 1, 1975,
$6,350,000,000 ;, and

(G) for,the period beginning July 1, 1976, and ending De-
cerhber 31, 1976., $3,325,000,000.

(2) NONCONTIGITOUS \ STATES' ADJUST74,ENT AMOUNTS.-Thiare is
appropriatMstto the, Trust Fund, out of amounts in. the general
fund of Ole Treasury aterilputable to the collections of he Federal
individual income taxes not. otherwise appropriated] for the pur-
pose of making the payMentS authorized-by this subtitle-

(A) 55r the' period beginning, January 1, 1972, and ending
June 30, 1972, $2,390,000;

(B) foe the_period beginning JualY 1, 1972, and ending De-
cp tribe r 31, 1972, $2,390,000,;

(C) for the period beginning January 1, 1973, and ending
June, 30, 1973,-$2,390,000;

(I)) for each of the fiscal. years 'beginning July 1, 1973,
July 1, 1974, arid July 1, 1975, $4;780,000.;. and ,

(E) for the period be.girinin4,July 1, 1976, and ending De-
cenifier 31, 1976, $2,390,000.',,,-

[ (3 ) DErosri.s.-linounts,appropriatodclpiragraph ,(1) or
-((2 ) for any fiscal year or 'bather exav141,0;11-be deposited in the
Trust fund on the latey ). the first day of 'such year or
period, or (B) "t of this Act.]

(0). ,1 1.7 7' 1 1 aiaftrffil-0 P A P17 oPId1ATiQNS FOR F; NT 1" E3IENTS:"7--

(1) IN GE,VE It:14,-711w areauaarized;o" e appropriated to
pr /_t,11.0-en 'il;Onents here f ter provided-in, this subtitle---:

(A ) lor the period beginnin,VOIUary 1 1977,and ending.
September 30, 1977, $4,9,87,500,000; and - 4

(B) for the. Peal years beginning October 1 of 1977,
1978. and 197)9, $6,650,00(3,000,

excep t that sums autikorized lrereunder for any entillewnt period
in excess of the amount specifed in section 163(a) (1) or (2) 19r
thut period shall be distributed under subtitle D of this title as an
entitlem'ent..

(3) :1 o.vro.vrmi.;o1.'s sri T IC S 1).1 hF.,v7' A 5/0 77 NTS .---Theit are au
fitoriz'ed to be appropriated to pay the entitlements hereinafter
provided-

, (A) for the period beginning January 1, 1977, and ending
September 30, 1977, $3,585000. and

(B) for each, okthe fiscal years beginning on October 1 of
1977 1078 , and 1979. $4,780,000.

[k') TizAssi-Eas Faom TrtysT Fuxp To GENERAL FUND.-The
Secretary shall from time fAinie transfer from the Trust Fund to the

. general fund of the Treasury any moneys in the Trust Fund. which he
determines will not be needed to make payments to State governments
and units of local'government undey this subtitle.]
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(d) T SPERS TO T ( N 1;'1? A r, .F.vo.The Secretary shall from
time., to time h.- its ler to the general fund of the Treasury any funds
available for t determines will not be needed to
maZe' pay is to State goreVments and 'units of local gorernartent
under this tbtitle.
SEC. 1 ALLOCATION. AMONG STATES.

[(a) IN GENERAL.There slmir he allocated to otuh state for each
entitlement period, out of amounts approkialed tinder section 105 (b)
(1) for that entitlement period, an [amnia which bents the same ratiqi
to the amount appropriated under that section for that period-as the
amount allocable to that State under subsection (h) bears to the sum
of the amounts allocable 10 all States under subsection (h).]

(a) 1.v f.vvicum-..-7' here shall be allocated an entitbnont to each
State

(1) for each entitrement period heginning prior to December
ST, 197Fr, out of amounts appropriated '1014e r section 105 (b)
for that entitlement period, an amount which bears the same ratio'
to the amount appropriated under that section for t,hol pet d.as
the amount allocable to that State under subsection (h) ears to
the swab of the amounts allocable to all States under subsection
(b); and r

(2) for each entitlement 4riod beginning on or after January
1, 1977. out 9f amounts authorized under section (0) (1) for
that entitlement period which are At 4,wved. for distribution
under subtitle D, an amount' which beariPthf sang ratio to the
amount-so available under -that section for 'hat period as the
amount allocable to that State under subsection (b) bears to the
sum of the amounts allocable to all States under subsection (b).

(b) DrrEium NATION OF ALLOCABLE, AMIOLINT.----
( ) IN OENERA LFor'Nrposes of.subsection (a), the amount

allocable to a State under Oils subsection for any- entitlement pe-
riod shall be determined uneltr pailagra.ph (2), except thatesuch
amount, shall be determined under' paragraph (3) if the-iimount

, allocable to it under paragrafh (a) is greater than the sum of the
amounts allocable Jo- it-nnder paragraph .(2) and subsection (c).

Tim6, rArrna ronyUitA.For purposes of paragraph (1),
the amount allocable to a State tinder this paragraph for any
'entitlement period is the amount which 1.-)ears the same ratio to
$5,300,000.000 as .

(A) the population of that State, multiplied by the general
41111x effort factor of that State, multiplied by the relative

income; factor of that State, bears to
Tif_the- prOducts determined undllr sulipara-

graph (A) or all States. ,
(3) VE ,TOR FOR MU .For purpOses of paragraph (1), the

amour:Pr °cable to a State under this paragraph for anv entitle-
mutt-Period is the amount te, which that State would be entitled

(A) 14.3 of $3,500,000,000 were allocated among the States on
the basis of-population. .

(B) 1/' of $3,500,000,000 were allocated among States on
the basis of urbanized population.

2
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( (' ) of $3,500,000,000 were allocated among the States on
the basis of population 'inversely weighted for per capita
inconA

(I)) -1,c, of $1,800,000,000 were alldeated among the States on
the bask of income tax ,ollections, and

(E) 1A of $1,800,000,0N were allocated among the States on
the basis of general ta7c effort. 7

(c) NONCONTIGUOUS STATES ADJUSTMENT.
(1) It GENERAL. addition to amounts allocated among the

States under subseeMn (a), them shall be allocated for each
entitlement period'. out of amounts appropriated under [section
105(h) (2)1 suhsection (h) (2) or (c) (2) of section 10:5, an :midi:
t Mii] amount. to any State (A) whose allocation under subsectimi
(b) is determined by the formula set forth in paragraph (2) of
that, sub-.ection and (13) in which civilian employees of the United
Stides Government receive an allowance 'Under section 5911 of
title 5, T7nited States Code.

() 14:T rimix.vriois- or Amorx.The additional amount allo-
cable to any State under this subsection for any entitlement period
is an amount, equal. tea percentage of the amount allocable to that
State under subsection (b) (2) fol. that period which is' the same
as the percentage of basic pay received by such ernployees sta-
tioned in that State as an allowance imam such section .5941. If
the total amount appropriated under section 105(b) (2) for any
ent it lenient. period rwliny on'or before December 31,1,95'6,. or au-
thaii.7ed mulct' section 105 (c). (2) for any entitlement period be-

onina on o aft( e:10»nory'A,1977,is not sufficient to pay in full
A the additional animal s allwable und,cr this subsection for that

period. the Secretary all r mace proportionately the amounts so
allocable.

SEC. 107. ENTITLEMENTS OF STA GOVERNMENTS.
(a) DivisroN BETWEEN STATE A76 LOCAL G ov-rnicmEN-rs.Tl le St ate

government shalt lArs'entitled to receive one-third of the amount allo-
cated to that State fo each eneltlement period. The remaining port ion
of each-State's allocation shall be allocated. among the unit.-, of local
government of "that State as provided in section 1.087'

(b) SVATE MUST MAINTAIN TRANSFERS TO LOC.\r, GOV FEN :NT ENTS.
( 1) GENERAL RULE.The entitlement of any Stale rislyernment

for any entitlemen1 period beginning on or after [July 1,1X3]
1,,n,4,4fy he reduye((hy the amount. (if any) by
which

(A) the Average of the aggregate amourtts-transferred by
the State government (grit

`of
its own sources) during

period- and the preceding entitlement period to all units of
local (4(A-eminent in such State, is less than,

(B) the.similar aggregate amount for the one-year period
14-rintiim, Jul v 1, [1971] 197.5, ar, V?1ail than nn. swil period
are availdble, the most recent flit.ch one scan' period for nishIch
data on such amounts are arai1ab1e.

For purposes of subparagraph (A), the amountof,any reduction
in the entitlement of a State govermrient 'under, this subsection
for any entitrement period shall, for subsequent entitlement
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periods, be treated as an amount trwnsferred by the State govern-
ment (out of its own sources) during such period to units of
local government inigich State.

(2) ADJUSTMENT WIIEftE STATE ASSUMES RESPONSIBILITY FOR
cArnosniv OF EXPENDITURES.If the State govethment establishes
to the satisfaction'of the Secretary tfiat since June 30, 1972, it has
assumed responsibility for a category of expenditures' which
(before July 1, 1972) was the responsibility of local governments
located in such State,hen, unde re ulabons prescribed by the
Secretary, the aggrega e amount tak n into account under para-
graph (1) (B) shall be reduced to th extent that increased State
government spending (out of its ow source!) for such category
has replaced dorresponding amounts whigh, for the ones -year
period [beginning July 1, 1971,];utilizecl for purposes of
paragraph it transferred to units bf local government.

(3) ADJUSTMENT WI'S-RE .'NEW, TAXING POWERS ARE CONFERRED
UPON LOCAL oovEitivAmirs.--L'If a State establishes to the satisfac-
tion of the Secretary that since.June 40, 1972, one or, more units of
local government suck State have had confgrred upon them 4;
new taxing authority,then, under regulations prescribed *by the
Secretary, the aggregate amount taken into account under para-
graph. (1) (B) shall be reChiced to the extent of the larger of

( A) an amount equal to the amount of taxes collected
by reason of the exercise of such new taxing authotiy by
suchzlocal governments, or

(B) an amount equal to the amount of loss of revenue
to the State by reason of Such new taxing atithorityqqing
conferred on such loCal governments.

No amount shall he taken into conliderat ion Under subparagraph
(A) if such new taxing authority is sip increase in the authorized
rate of tax under a previously authOTized kind of taxi unless the
State is determined by ale Secretary to have decreased a related
.St ate

.

(4) SPECIAL RULE FOR PERIOD BEGINNING JUIlt 1973 .ID the
case.of the entitlemeht period' beginning July 1,1973, the precede-
ing erHtlement period for purPoseS of paragraph (1) (A) shall
be treated as being the one-year Period beginning July 1, 1972.

( 5 ) SPECIAL RUNE FOR PERIOD BEGINNING JULY 1, 1976.In the
g. case of the entitlement period beginning July 1, 1976, and enigifre

December 31, 1976, the aggregate 'amount taken into .9kk-ount
under paragraph (1) (A) for the preceding entitlement period
and the aggregate atnometaken into account under paragraph
(1) (B) shall he one-half the amounts which (but fbr this para-
graph) would be taken into account.,,----

(6) SPECIAL I:1,E Fort 7.11R PRUIOI5 111,767-V,y1NG JAVIARY 1, 1977.

In the case of the entitlement period beginning January 1, 1977,
and ending ,September 30,- 1977, the aggregate amount taken into
account under paiygrrtp- h (1) (A) for the .preceding entitlement
period and the aggregate amount taken into account under para-
graph (1) (13) shall be three-fourthq of the amounts which (but
for this paragraph) would be taken into account.

[(6)] (7) REDUCTION IN ENTITLVIVIENT.If the Secretary has
reason to believe that paragraph (1) requires a reduction in the
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entitlenient of any State government for any entitlement period,
he shall give reasonable notice and..opportunity for hearing to the
State. If, thereafter, he determines-that paragraph (1) requires
the reduction of such entitlement, he shall also determine the
amount- df such rFduction and shall notify the Getvernot of such
State q such determinations and shall withhold from subsequent
payments to'such State government under this subtitle an amount
equal to such reductio 1.

[(7)] (8) TRA NSF ER TO (FENT:RA 14 FUND.An amount equal to
the reduction in the >ntitlement of Any State government which
results from the app] cation of this subsection (after any judicial
review tinder section 11-3) shall be transferred [from the Trust
Fund] to the-genera fund of the Treasury on the day on which
such reduction becomes final.

SE 108. ENTyPLEMENTS OF LOCAL GOVERNMENTS.
(a) Ar,t,oc.vrioN AMONG COUNTY AREAS. The amount to be alto-

ated to the units of local government within a State for any entitle-
ent period shall be allocated among the county areas located in that

State so that each county area will receive an amount which bears the
same ratio to the total amount to be allocated to the units of local
government within that State as

(1) the population of that county area, ,multiplied by the
o general tax effort factor of that county :area, multiplied by the

' relative inco le factor of that county area, bear to
(2) the sunPhof the products determined and r paragraph (1)

for all county areas within that State
(b) ,ALLOCAT1PN TO COUNTY GOVERNMENTS, MUNICI MATTES, Towx-

SHIPS, Fire. .

( 1 ) COUNTY (MYER NMENTS.The county gov rnment all be
allocated that portion of the amount allocated t the co ty area
for the entitlement period under subsection (a) Which bears the
Same ratio to such amount as the adjusted taxes of...the---coTinty
government bear to t e adjusted taxes bf the county government
and all other units of Vocal government located in the comity area.

(2) Oilimi UNITS o, LOCAL oovratN-mnisLThe amount remain-
ing for allocation within a county area after the applicatiqn of
paragraph (1) sIntll be allocated among the units of local gov-
ernment, (other than the county government and other than town-
ship governments) located in that county area so that each unit
of local government will receive an amount which bears the same
ratio to the total amount to' be allocated to all such units as--o

(A) the population of that local government, multiplied
by the general tax effort factor of that local goVernThent,
multiplied by the relative income factor okhat local govern-
ment, bears to

(B) the sum of the products. determined under subpara-
graph (A) for all such units. ,

(3) TQWNS II IP GOVERNMEN TS.Tf the county area includes one
or more township governments, then before applying paragraph(2)

(A) there shall be set aside for allocation under subpara-
graph (B) to'such township governments that portion of the
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amount allocated to the County entitlement
period which bears the same ra amount as the sum
of the adjusted taxes of 'reship governments bears
to the It gregat axes o the county government,
such townshi nments, and all .ther units of local gov-
ernment in the county area, a d

at portion of each amour set aside under subpara-
_, aph (A) shall be allocated to tach township government

on the sanie basis as amounts ar located to units of local
ffoilrnment under paragraph (2).

If this paragraph applies with respect to any county area for any
entitlement period, the remaTning portion allocated 'under para-
graph (2) to the units of local government located in the county
area (other than the county government and the township govern- ..-

ine,nts) shall be appropriately reduced to reflect the amounts set
aside under subparagraph (Al.

'(4) INDIAN TRIBES AND ALASKAN 'NATIVE VILLAGES. If within a
county area there is an.Indian tribe or Alaskan native village
which has a recognized governing body which performs substan-
tial governmental, functions, then before applying paragraph (1)
there shall be allocated to such tribe or village a portion of the
amount allocated to the county area for the entitlement period
which bears the same ratio to such amount as the population of
that tribe or village within that county area bears to the popula-
tion of that county area. If this paragraph applies with Inspect
to any county area for any entitlement period, the amount to be
allocated under paragraph (1) shall be appropriately reduced
to reflect the amount allocated under the preceding sentence. If
the entitlement of any such tribe or village is waived for any
entitlement period by the governing body of that tribe or village,
then the provisions of this paragraph shall not apply with respect
to the amount of such entitlement for such period.

(5) ULE FOR SMALL UNITS OF GOVERNMENT.-- If .the Secretary
"determi es that in any county area the data available for any
entitlement period are not adequate for the application of they'.
formulas set forth in paragraphs (2) and (3) (B) with respect to
units of local government (other than a county government) with
a population below a number (not more than 500) prescribed for
that county area by the Secretary, he may apply paragraph (2)
or (3) (B) by allocating for such entitlement period to each such
unit located in that county area an amount which bears the same
ratio to the total amount to be allocated under paragraph (2)
or (3) ( B) for such entitlement period as the population of such
unit bears to the population of all Limits of local government in
that county area to which allocations are made under stich para-
graph. If the preceding sentence applies with respect to any
county area the total amount to be allocated under paragraph
(2) or (3) (B) to other units of local government in that county
area for the entitlement period shall 'be appropriately reduced
to reflect the amounts allocated under the preceding sentence.

6) ENTITLEMENT.
(A) IN GENERAL. Except as'otherwise provided in this

.paragraph, the, entitlement of any,unit of local government

47



for any entitlement p iod shall be le amount allocated to
such unit under this subsection (after akin;; into account any
applicable modification under subsc ion (c)).

t 13) AlAximum ANA) M 1 N IM FEB CAPITA ENTITLEM EN T.
Subject to the provisions of subparagraphs (C) and (D), the
per capita amount allocated to any county area or any unit of
local government.(other than a county government) within a
State, underthis section for any entitlement period shall not
be less than 20 percttnt, nor more than 145 percent, of two-
thirds of the amount\ allocated to the State under section 106,
divided by the population of that State.

( C) LIMITATION. The amount allocated to any unit of
local government under this-section for any entitlement period
shall not exceed t)i) percent of the sum of (i) such govern-
nient's adjusted taxes, and (ii) the intergovernmental traps-
fers of revenue to such government (Wier than transfers to
such government under this riubtitle).

( I)) ENTITLEMENT LESS T IIA N 1200, OR OOVERNINO BODY
WAIVES ENTITLEMENT.If (but for this subparagraph). the
eat it lement of any unit of local government below the level of
the county government

(i) would be less than $200 for any entitlement period
($100 for an entitlement period of 6 months, $150 for an

entitlement period of 9 months), or
(ii) is waived for any entitlement period by the gov-

erning body of such unit,
then the amount of such entitlement for such period shall (in
lieu of being paid to such unit) be added to, and shall be-
come a part of, the entitlement for such period of the county
government of the county area in which, such unit is located.

(7) ADJUSTMENT OF ENTITLEMENT.
(A) IN GENERAL. In adjusting the allocation of any county'

area or unit of local government, the Secretary shall make
any adjustment required under paragraph (6) (13) first, any

-adjustment required under. paragraph. (6) (C) next, and any
adjustment required under paragraph (6) (D) last.

('I3) ADJUSTMENT FOR APPLICATION OF MAXIMUM OR MINT-
Mr,:vr eon CAPITA ENTITLEmENF.The Secretary shall adjust
the allocations made under this section to county areas or to
units of local governments in any State in order to bring those
allocations into compliance with the, provisions of paragraph
(6) (B). In making such ad justtnents he shall make any neces-

sary adjustments with respect to county areas before making
any necessary adjustments with respect to units of local
government.

(C) A D.PUSTMENT F15 APPLICATION OP LIMITATION.III Any
case in which the amount allocated to a unit of local govern.,
meta is reduced under paragraph (6) (C) by the Secretary,
the amount of that reduction -

(i) in the case of a unit of local government (other
than a county government), shall be added to and in-
crease the allocation of the county government of the
county area in which it is located, unless (on account of
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the..appliliition of ilaragraph (6)) that county govern-
ment rally not receive it, in which case the amount of the
reduction shall be added to and increase the entitlement
of the State government of the State in Ivhich that unit
of local government is located; and

(ii) in the case of a county government. shall be added
to and increase the entitleinent of the State government
of the State in which it is located.

(C) SPECIAL ALLOCATION RULES.
(1) OrTroNAL roarautA.A State may by law provide for the

allocation of funds among county areas, nr among units of local
government (other-than county governments), on the basis of the!,
population multiplied by the general tax effort factors.-of suc
areas or units of local government, on the basis of the population
multiplied by the relative income factors of such areas or units
of local government, or on the basis of a combination:of those
two factors. Any State which provides by law for such a variation
in the allocation formula provided by subsection (a), or by para-
graphs (2) and (3) of subsection (b), shall notify the Secretary
of such law not later than 30 days before the beginning of the first
entitlement period to which such law is to apply. Any such law
shall

(A) provide for allocating 100 percent of the aggregate
amount to be allocated under subsection (a), or under para-
graphs (2) and (3) of subsection (b) ;

(B) apply uniformly throughout the State; and
(C) apply during the period beginning on the first day of

the first entitlement period .to which it applies and ending
on [December 31, 1976.] September 80,1980.

(2) Crtrancivrrox.Paragraph (1) shall apply within a State
only if the Secretary certifies that the State law complieS with
the requirements of such paragraph. The Secretary shall not
certify any such law with respect to which he receives notifica-
tion later than 30 days prior to the first entitlement period dur-
ing .which it is to apply.

(d) dOVERNMENTAL DEFINITIONS AND RELATED RuLEs. For pur-
poses of this title

[(1) UNITS OP LOCAL GOVERNMENT.The term,."unit of local
government" means the government of a county, municipality,
township, or other unit of government below the State which is a
unit of general government (determined on the basis of the same
principles as are used by the Bureau of the Census for general
statistical purposes). Such term also means, except for purposes of
paragraph's (1), (2), (3), (5), (6) (C), and (6) (D) of subsec-
tion (b), and, except fot purposes of subsection (c), the recog-
nized governing body of an Indian tribe or Alaska native village
which performs substantial governmental functions.]

(1) UNI7' OP LOCAL GOVE1?.VMENT.
(A) IN GESER ILThe terra "unit of local government''

means the government of a county, municipality, or town-
ship which is a unit of general government as determined by \
the Bureau of the Census for general statistical purposes, and
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qrbjell v.; h yrs pc cl o entitlement periiids beginning on or
otter October 1, 1!177, mulcts the repo eements s4ecified in sub-

Ivi(7-fiaph ves int,f:rgo rnmental
ita,,,,,frof for syt,,slootiol rfoelini.net ot a'"ti'41/TM,

srepircs its citizens; (;) police peoleetion,..(ii)
courts owl oreetioos; (iii) 11 re pro/ (lion; (ir) b eta It se r P-
i r soio 5/ rrice .s 1hr Muir toi/dir
rt creation (eiV) piddle Piro -ZOniffri or Land Anse
plqnning (id.) wrcauc (lisposol'br 'pot, r p y ; ('x) solid
wostr disposai; (xi) pollution (dna( mint (xii) rood or
st reel ('01/5 /ruction and Hallo//' Ira ni P; `(,viii) mass t ran.s.porta-

; and (xi P') education. Such It cur. ids() ?Irons, (.1,(r op
purposes of paragraphs (1),, (%-?), (3), (5), (6)(c), d
(6)( 1)) of subsection (b), and, except for Purposes of sub-
sect ion (c)7the,rerognized governing body of an Indian tribe
or Alaskan Native pillage which performs .substantial govern-
mental functions. For-the purposes of this subsection a wait
of local governnu,nt shall be deemed to impose a tax if that
tad' ;8 eolleded hy another governmental entity from the
(1, wimphiral (fpea screed by that unit of local government
and an amount equivalent to the net proceeds of that tax are
paid to that unit of local government.

I 1?) 1.1.ttiriziox.- -To Gr eonsidered a unit of local govern-
ment for purposes o of this Art at leaf 10 per centumof aloe&
oorernmenr8 to/al pew( laws ,(exclusire of expenditures
for general and finane-ial rulministration and for the assess-
711t111- of property taxes) in the most recent fiscal yearmunt
hare been for carp of I wo of the public services listed in sub-
paragraph (A)-, except that the foregoing restriction shall
mit ppl y to a '11 n f 1 oral yo re ro ment (1) which 81/1,staii_
tially performs font. o 0 re of pub/ nerri s Or (ii)
tr eh has pe r f 0 rood tWoorwo re of sr eh pidil serritie.s since

moiry 1 1,976, and !Ives to pro ride IWO or 7710rC such
politic seri' i tv 8.

(2) CERTAIN /(inns TnATED AS cotNs.In any State in
which any unit of local government (other than a county govern-
ment) constitutes the next level of government below the State,
government,. level, then, except as provided in the next sentence,
the geographic area of such unit of government shall he treated
as-a county area (and such unit of government shall be treated as

county goverimient ) with respecVto that,portion of the State's
geographic area. In any State pefwhich any county, area is not
governed by a rOunty governnyht but contains two or more units
of local government, such units shall not be, treated as county
governments and the geographic areas oT such units shall not he
treated as county areas.

(3) TowNsows. The term "township" includes equivalent
subdivisions of government having different, desigm at ions (such
as "towns"), and shall be determined on the, basis of the same
principles as are used by the. Bureau of the Census for general
statistical purposes.

(39 -116 ---- 4
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(4) 1.; N. rrs OF LOCAL GOVERNMENT LOCATED TN LARGER ENTITY. --A
unit of local government shall be treated as located in a larger
entity if part or all of its geographic area is located in the larger
ant if y.

gll'ONeLY -PA LIT o: u.tc rrJ.,o,c4T.F9 LAI1,01;n E piTI TY . f only part
of a unit -of local goyernment' is:18cated ut a larger'efitityPvtarch,,
part shall be treatad for allocation purposes as a separate unit of
local government, and all computations shall, except as otherwise
provided in regulations; be made on the basis of the ratio which
the estimated population of such part bears to the population of
the entirety of such unit.

(6) BOUNDARY CI IA NGES, GOVERNMENTAL REORGANIZATION, rrc.
f, by reason of boundary line changes, by reason of State statu-

tory or Constitutional changes, by reason of annexations or other
governmental reorganizittions, or by reason of other circum-
stances. the application of any provision of this section to units of
local government doeF not carry out the purposes of this subtitle,
t he n [Them ion of such provision shall be made, under regulations
prescribed by the'Secretary, in a manner which is consistent with
such purposes.

SEC. 109. I),EFINITIONS. AND SPECIAL RULES FOR APPLICATION OF
ALLOCATION FORMULAS.

(a) IN G N FO !II 11 rpOSCS of this Subtitle
( I ) .Port.t.ATio.--Population shall be determined on the same

basis as resident population is determined by the Bureau of the
Census for general statistical purposes.

(2) UnriANIzm POPI,LATION.Urbanized population means the
pi/pulation of any area 'consisting of -a central city or cities of
50,000 or more inhabitants (and.of the surrounding closely set-
tled territory Tor such city or cities) which is treated as an
urbanized area by the Bureau of the Census for Viral statistical
purposes.

(3) INconE.--- Income means total money income receive trom
all sources..as determined by the Bureau of the Census for, eneral
statistical purposes.

(4) PERSONAL IN COME.Persopal income means the income
of individuals, as determined by the Department of Commerce for
national income accounts purposes.

(5) PATES FOli nr,Trifivr I NINO ALLOCATIONS AND ENTITLE-
mENTs.Except, as provided in regulations, the determination of
allocations and entitlements for any entitlement period shall be
made as of the first day of the third month immediately preceding
the beginning of such period.

(6) I NTEROOVER NM ENTAL TR ANSFERS. The intergovernmental
transfers of revenue to any government are the amounts of reve-
nue received by that government from other governments as a
share in financing (or as reimbursement for) the performance
of governmental functions, as determined by the Bureau of the
Census for g neral statistical purposes.

(7) DAT' USED; tTNIFORMITY OP DATA.
(A) ) GENERAL nr-I.E.Except as provided in subparagraph

(B), t e data used shall be the most recently available data

51



51

provided hy the Bureau of the Census or the Department Of
Commerce. as the case may he.

TIE OF ESTI MATES, ETC,--Where, the , cretary deter-
mines tliat the data referred to in subparAgrai r (A) are not
current enough or are not compreheft-dve enou to provide
for equitahle allocations, he may use such 11A Itl anai data
( ttata based -cm e:-.t Mattes) as may b ovided for

regidat ions.
(I)) TN('( ME TAX A Ntot.Nr OF STATs.---For purposes of this sub-

title.
(1) IN OEN FOALThy income lax arm nt of any State for any

entitlement period is the income tax roust of such State as
determined under pivagraplis (2) and (3

(0) 1Nr.ome TAN .1M01. NT. -The income I tint of any State
for :my entitlement period is 15 percent of e net amount col-
lected from the State individual income tax o 1 tale during
1972 or ( if later) during the last calendar y 'ar ending before
t he beginningnning of such ent itlement period.

(3) Ci.91,1 NO ANT) moon.The income tax a hunt of any State
for any entitlement period

( .A) shall not exceed 6 percent., and
(11) shall not be less than 1 percent.

of the Federal individual income tax liabilities attributed to such
State folr taxable..years ending- during 1971 or (if later) during
t ho 1-i1st calenday'year ending before the beginning of such entitle,-
1 ideal incomK-1 ax attributed to any State, for any period

,cods State and descH)ed as a/State income tax under section
161(0)(3) of the Internal Revenue Code of 1951.

(.",) FEDERAL IND T IOU A I, IN COME TAX LIAM LITI'ES.Federal indi-
shall he detertninwl on the same basis-as such 1 iabilities,are deter-
mitu:d for such period by thekinternal Revenue Seriice for general
statistical purposes.

(C) GENERAL TAX EFFORT OF STATES.
( ) I N. EN ERA L.For purposes of this subtitle

( A) GKNEnni. TAX EFFORT FA CTOR. The general tax effort
fact o'r of any State for any entitlement period (i) the, not
amount collected from the State and local taxes'of such State
during'. t he most recent reporting year, divided by (ii) the
aggregate personal income (as defined in paragraph (4) of
suhsect ion (a)) at t ribut NI to such State for the same period.

( ) GENERAL TAX EFFORT Am orrNT.The general tax effort
111.11111t. of any State for any entitlement period islhe amount

.d1Vormined by multi plying
( i) the net amount collected from the State and local

taxes of such State during the most recent reporting year,
by

(ii) the general tax effort factor of that State.
(2) STATI.; ANT) EOCA I, TA XES.--7

( A ) ES TANN INTo Accors.r.The State and local
taxes takett into account under paragraph (1) are the com-
pulsory contributions exacted by the State (or-by any unit of
local government or oilier political subdivision of the State)
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for public purposes (other than employee and employer
assessments and cont rilon ions to (Mance retirement and social
insurance systems. and other than special assessments for car i-
tal outlay ), as such contributions are determined by the
Bureau of the Census for general statistical purposes.

( B ) MosT nEcENT ra:roaTirro -YE/tn.The most recent re-
port ing year with respect to any ent it lement period consist;
0 fific vetirs taken into account 'by the Bureau of the Census
in its most recent general 'determinat ion of State and local
taxes made lliefore t he close of such Period.

(d) (11.:NkliAL TA X l*roirr FA( I*00 OF ( 'OUNTY A REA .FOr purposes
of this subtitle, t Inv general tax effort factor of any county area for
any entitlement period is .

( 1 ) the adjusted taxes of the .count y government plus I he ad-
justed -taxes of each other unit of local government within that
coinity area, divided by

(2) the aggregate, income (as defined in paragraph (3) of sub-
sect km ( a ) ) at t ribyted to that county area.

(e) GENKBA I, TAX Eyroirr FACTOR or UNIT OP LOCAL GOVERN MENT.
Foi. purposes of t his subt it le---,--

IN GENERA L Tito general tax effort factor of any unit of
loci government for any entitlement period is

( A) the adjusted taxes of that unit of local government,
divided by

( B) the aggreptile income (as defined in paragraph (3) of
subsection (a) ) attributed to that unit of local government.

(2) AIM usTim TA NES.
, ( A ) IN GENERAL.he adjusted taxes of any unit of local

government are-
(i) the compulsory contributions exacted by such gov-

ernment for public purposes (other than employee and
employer assessments and contributions to finance retire-
ment, and siwial insurance systems, and other than special
assessments for capital outlay), as such contributions vare
determined by the Bureau of the Census for general sta-. tisticul purposes,

( ii ) adjusted. ( under regulations prescribed by the Sec-
retary) by exclUding an amount equal to that portion of
such compulsory contributions which is properly alloca-
ble to expenses for education.

(B) 4 :ITTAIN SALES TAXES COLLECTED BY COUNTIES.In any
case where

( i) a county government exacts sales taxes within the
--.a. ,ographic area of a unit of local government and trim:-

o TP14;litirt or all of such taxes to such unit without speci
ing t he purptises for which such unit may spend ,the
revenues, and

'It (ii) the Governor of the State notifies the Sec et,ary
that t he requirements of this subparagraph hay en me
with respect to such taxes,

then the taxes so transferred shall be treated as taxe,, of
the unit, of local government (and not the tax lily
government). ,
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(1) RELATIVE,- INCOME FACTOR.For purposes of this subtitle,dthe
relative income factor is a fraction

(,1) in the case of a State:the numerator of which is the ppr
capita income of the United States and the denominator of which
is the per capita income of that State;

,(2) in the case of a county area, the numerator of wh.rh is the
per capita income of the State in which it is located and the-de-
nominator of which is-fhe per capita income of that county area;
and

(3) in the case of a unit of local government, the numerator of
which is the per capita income, of the county area in which it is
]orated and the denominator cif which is the per capita income of
the geographic-area of that unit of local government.

For purposes of this subsection, per capita income, shall be determined
on the basis of income as defined in paragraphi (3) of subsection (a).

(g) ALLOCATION RULES FOR FIVE FACTOR FORIVIULA.For purposes
of section 106 (b) (3) t

$

. (1) AmornrioN- ON BASIS oir roruuvrioN.Any allocation
among,tdie. States on the basis Of population shall be made by\
allocating to each State an amountwhich bears the same ratio tg,
the total 'amount to be allocated as the population of such State
bears tone population of all the States. -_

(2) ALLocATiotc ON BASIS OF URBANIZED POPULATION.Any allo-
cation among the Cates on the basis of urbanized:population,shall
be made by allocating-to each State, an amount- which bears the
same ratio to the total amount to l allocated as the nabanized
population of such State bears to the urbanized population of all
the States.

(3) A ti.ocATioN ON BASIS OF POPULATION INVERSELY WIGHTED
iron PER CAPITA INCOME. Anti' allocation among the States on the

,j.asis Of population inversely weighted for per \capita income
. shall be miide by allocating to each State an amount which bears

t he same ratio to t he total amount to he allocated as-7
(it) the population of such State, multiplied by a fraction

the numerator of which is the per capita income of all. the
States and the denominator of which is the per capita income
of such State, bears to

(B) the sum of the products determined under subpara-
graph (A) for all the States.

(4) ALLocATioN UN BASIS OF INCOME, TAX cot.ty.morts.Any
allocation among the States on the basis of income tax collections
shall be made by 'allocating to eachState. an amount which bears
the same ratio to the total amount to be allocated as the income
tax amount Of such State bears to the sum of the income tax,
amounts of all the States.

(5') ALTA-awl-los ON BASIS OF GENERAL TAX EFFORT.Arly allo-
cation among t he'States on the basis of general tax effort shall be
made byallorating to each State an amount which bears the same
ratio to the total amount to be ailocatedas the general tax' effort.
amount of such- State _bears to th,e sum of the general tax effort
amounts of all tlie Stateg.

4
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Subtitle 1.$Admi nistrative Provig*

SEC. 12g. !MODERNIZATION OF GOVERNMENT'
(a) POLicl' AND PURPOSIC.-1:n order that funds provided. triter this

Act shall eneaurage'the modernizatian'and'revitalioatian of State and
loca.1, governments, each .'.'Late shall 8a1mirit an annual ridiort to t14
Secretary deocribing any steps it. has taken to achieve the goal set

- forth in this section,.
(b) ilLtsrix PrAN!--7t is establiwhed asa goal that each State

government prepare anti develop in accordance with subseiitions- (a),.
(el), and (e) a naater plan and timetable fora modernizing and re-

vitalizing State andlocal-Overnment.
(c) ellifrARAT10.44.0P .11ASMT L'LJN 4Nn Tiitkr.7iBLI.Prtor .1'0. _sub-

mitting the State1'kan'nual report to the Secretqfy, he. State's chief
. ;executive officer maysubniit a proposed 'master plan ahel timetable to

the S,teite legis`lature and to he chief egxcutiwe'ocer and legislative
body of each ,couiVy geivefmkent, township; golrnment, and other
unii of loeal.gavernmenl, including, or these purposes, speria- purr
'poke; governincn'ts nbreovered by the definition of unit,of local clove *-
aunt ettyetiOit 10 (it) (1). The pi'apostal master jilnitUnd tirrzefable
shall alsa be,'ma de available to tio neNs-
papers 'throughout the State. t ger issuance of pity pro pased ihAt§r
pion, and.timeablo, there fAalibe a period of not less than
for 1acal officials and.citi2ens of theStateto comment on the proposed.
magicr altd timetable, in aecortiqnec with a protedue for su6/
eai*ment.pramulgated by the chief exeatiti'Ve ogee?' of _the Strite. The

con finalcomments (n preparing the' mater plan and 'timetable. final
ehief executive officer of the ,Sta(e shall take into consideratiwsut'comments

master pltin and tiMetable'shall be submitted to the State legislature
vbieh slut-itvote- whether or not to submit suck plan to the Secretary.

(d) ronteptS of .1110.3(erl-Vins and Timetables. '
(1°) I .V .v .5,ftaie's maskf. plan and timetable neay

con/qin . .

(..f.) a- seit"of ',)mposes for substantially improving the ef-
:, f rettoss, 'teonanty and r quit g of State and. local govern-..

71te.a1;
"(P) Phr steps (c07181ihtlionit1,1egi81011C,Or ydirtiiii8trative)
neeesseir to opettiate thoc proposals;

metnble f effectu'ating each proposal ??,ithin a rea-
sontlblc periorl.

f ollowinfy broad criteria may hi' emplo?M
t in the de-.11op44ient of the profrisions of the master plait and time-
, table

(.4) FriNcioN.Gone.rn :mental esponsibilities amid be
assigned, to .57ate and sub-Siate gavernments ,?rith the' Nee-
tie. Q.43,"ovidingoall residentewith :least, a ininintal &vet'
of 4,i nib Se rr lees.

(B) SAProorri,v,..The arganizat,ion of State anal sub, ta e
gewritmenti should substantially reduce the number of lint-
; fed function .aene 'al governments- and special districts.

(r) syttine, o f State and local .
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4..a.mtion. should r ult in a tax borden-00911.111171811101?' With the
l'OpOdy'D he- taxing unit.

(I)) 31.4,v,icwirevr C.,11;4a7T.Impi'oveinents in the proles-
. sional capacity of

'State
and local gooernments should

N 0-; frca1ly addressed.'
.,tectu..vr,in77.l7'Y.-1? road participation of .the general

.fhtbl ic in, the dreisionmaking process should be encourageN,
formal mechanisms of reporting the impact of such de-\

("I:81 ORS should be proposed.
(e) METHODS FOR PROMOTING EPEAVTIVESS, ECONOM1`, .4 NP Ret'17'Y IN

STATE AND LOC.41.GOVEIHyMENT.--1
or (1) GESEle.IL.--71n preparing the master plan and' timetable,

the rill( f eecntive OffiCex may take into ebniiderotiol9 the follow-
ing methods fop promoting effotivei;ess,..econumy and equity in
Stale and local govemmentS;- . (A) INTERSniTE..----Arrangenantsby interstate compact or

otherwise f0'4 dealing with interstate regional problems, in-
.. clipUng those of mctropolf;tan areas which Overlap State lines,

and for regional cooperation in such areas as health, eduCa-
. tion,?6elfare,,conservaiionresource development,transporta-

tionlrecreation, and housing.
{15) .ScrAq --DIRECT AcrloY.Strengthening and modern-,

, izing of State government (by constitutional, statutory,-and
administrcttive changes), including but not limited to, mod-
ernized Stale, boprrbwing pot'vers; improved thx systems;

- in-creased tenanclal and technical assistance-to local govern-'
npent.4%- rc vising 'the terms of State aids and' shared taxes to
compensate for difference's in total local fiScolcapacity ; State
assumption of greater direct fiscal responsibility for basic
functions; modern personnl stems; and development of

, aninimum, standards for services at the tate and local
,/
A (U) STATE crio.v LocAr.Prirs.,--Strengthening,

and la-049-nizing by thf;.., Slot of rocal, nrhun, and
,no,tropolitan governments (by constitutipal, statutory, and
administrgive changes), including

(i)' yffltanges-designed to make local government more
efficient, economical and accountable, as by

(I) reducing the ?lionlyi. of, or eliminating, local
governments too small to provide efficieAt'ad minis-
/ eation0/1 im8ReR.,thig ;flat/Op/MY r'eaources;

(If) rWucing the number of "I eial districts not
,subject to democratic contras, cute liminrtting those
qoh.08e f3nzefiorr.s eon be carried out by general
governments;

(III) granting adequate home.,rule powers to
local aor.,:rnments, 0 I 8,1p,-;,.ilt and scope;

(Iv) improving local prope :ty fax administra-
tion:

(V) authorizing local governi eats to utilize non-
proper, y taxes, coordinated at t Stale or regional
level; and
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(VI) casing rstrictions on 'the borrowing and tax-.

ing powers of local government- ts.
(ii) other changes designed to strengthen local gov-

ernmentAin metropolitan areas, as-by
(I) liberalizing nricipal _annexation of unin-

corporated are*
(II) setting minimum, standards of population,

and populdtion density for proposed new incorpo-_
rations ;

(I I I) authorizing city-county consolidation, or
transfers of specified functions between municipal-
ities 'and countiest

(IV) authorizing intergovernmental contracts
for the provision of ,services;

(V) authorizing municipalities to exercise extrd-
territolal planning, zonin g , and subdivision control
over unincorporated areas ?Wt subject to effective
county regulation;

' (VI) restricting zoning authority in metro-.
politan areas to metropolitan?, bodies, larger muniei=
palities, counties, or the State ;-

(V I 1) authorizing the formation, or regional
multi-functional bodies for .hausing, health care,
social services, parks and recreation,' and water
sewer facilities ; and

(V I I I) establish,ing.Sta40 standards_ of a,ccoulit=
ability in the planning, process and op'eratio 4pf
special districts, 'boards, commissions and official
agencies not directly subardinate to. a general
government.

(f) REPORTS AND RICCDMMENDATIONS.The Secretary shall report to
C ongress at the end of each fiscal year on the progress made by each
state in developing and cam' ;kg out a master plain and time tae, and
bahed, on such progress, shall make recommendations concerning the
goal set forth in this section. .

(SEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION
[(a) REPORTS ON I,TSE or FIT-Nos.Each State government and

unit of local ,government which receives fund S under subtitle A
shall, after the close of each entlemcnt period,,submit a report to the
Secretary setting forth the amounts and purposes'for which funds re-
coived during such perield have been spit or obligated. Such reports
shall be in such orni and detail and shall be submitted at such time
as the Secretary may prescribe.

11) lbw( urrs4o PLAN NEE) USE OF FUNDS.Each state goirernment
and unit of lcaT governyient which expects to receive funds under
subtitle A for any entitliffnent period beginning on or after January 1,
1973, all submit a report to the Secretary setting forth the amounts
and p 'poses for which' it plans to spend or obligate Cho funds which
it expects to receive during Such period. Such reports shall be in such
form and detail as the Secretary may prescribe and shall be submitted
at such t brie before the beginning of the entitlement period as the Sec-
retary may prescribe.
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[(c) PuBticAIoN AND Ptiii.turry REcarrrs.Each State govern-
ment, and unit of local governnivnt shall have a copy of each report
submitted by it under subsection (a) Or (h) published-in a newspaper
which is published within the State and has general circulation within'
the geographic area of that government. Each State government and
unit of Iiicit.l.governiti ment shall advise the news

its
edia.of the publica-

tion of ts reports pursuant to this subsection.]

Sec. 121 Repoits on use of funds; Publication ati# public hearings'

CO' IIPPOhTS ON PUOPOSED usE or PO:MS.Each State govemy(tent
and Unit of local government which expects to receive funds Under
subtitle A or 1) for any e-nlillemnt period beginning on or after Jqnu-
ary .19777 shall submit a report to the Secretary setting forth the
amounts and purposes for which it proplses to spend or obligate the
funds which it expects tb l'eceive during such period as compared with
the use of similar fuhds diuring the two imnudiately preceding 'entitle-
mcnt periods. Each suck .report shall include a comparison of the
proposed', current, and past use of such funds to therelevant func-
tional items in its official budget and specify whether the proposed use
is for a completely ,new activity, for the expansion or continuation of
an existing aetievity, or for tax stabilization or reduction. Such report
shall be in such form and detail as the Secretary may prescribe and
shall be submitted att such time before the beginning of the entitlement
period as the Secretary may prescribe.

(b) lei:aters o.v:Use Op. Eunst,-.Each State government and unit
of local governniiint which recrivies funds under subtitle A or D
after the close of each entitlement period, submit a report to the Secre-
tary (which' report shall be available 'to the public for inspectian and
reproduction) setting forth the amounts and purposes of which funds
received 'during such period have been appropriated, spent, or 4bli-
gated and showing the relationship of those funds to the relevant
functional items in the government's official budget. Such report shall
further provide an explanation of all diffe'rences between the actual
use of funds received and the proposed use of such funds as reported
to the Secretary under subsection (a). Such reports shall. be in such
form, and _detail, and shall be submitted at such time as the Secretary
may prescribe.

(c) IIII.VGS 11'1,91:111r11,--
l'ur-uvuou a.tuisw.Not 1(Iss than 7 calendar days be-

fore the submission, of the report required under subsection (a),
each State government or unit of local government -which expects
to receive funds under subtitle A or D for any entitlement period
beginning on or after January 1, 1977, shall, after adequate public,
nailer. have at least one public hearing at whicheitizems shall have
the opportunity to provide written and Oral comment on the pos-
sible uses,of such funds.

(2) Par-nriVrr ul,-..ial.Aarv.--.1'ot less than 7 ralevdor darts be-
fore the adoption of its midget (or provided for mule,' Stole owl
'local law, each' State yorernmenl or unit of lora! government
which expects to receive funds under subtitle A. or D for any en-
titlement period beginning on or after Jo vary 1,1977, shall have
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at least One public hearing on the proposed use of funds mode
available under subtitles A and D in relation to its entire budget.
At such hearing, citizens shall have the opportunity to proltide
written and oral eomment to the body responsible for enacting the
budget, and to hare answered questiom concerning the entire
budget and Me relation to it of funds made available'under '8ub-
titles A and D. Such hearing shall be dt a plkwe and time that per-
rails awl encourages-public attendance and participation-

(.0 1l',urrie.- -7'he, lirdrisions of paragraph (1) may be
zi,aied in whole or in part in accordance with regulatibo of the
.Ceditary if the cost of such a requirement Would be unreasonably
lutedapie in relation to the entitlement of such State govern-

, men? or vii of local governnztnt to funds made available under
kubti Iles A,,and I). The provisions of paragraph (g) may be
waived in. whole or in part in accordance with, regulations of tbe.-.
Ceeretry if the'lvidget processes required under applicable State
or local laws or charter provisions assure the opportunity for

i

pub-.
lie ll le 'id,' nee and Partzcipat ion con4cmplatedby the provision&of
thi.sSubsection'and a,partion of such process. includes a hearing on
the proposed rise of fund made available under subtitles A and D
in relation to its entire bullet.

(O Norm. -A,vn PUBLIGPTy or P UMW! H EARINGS; Access TO
Br 'POW I 31.111 I? 1" A ,VD PROT'OSEll AC"At,' 11; U$R REPORTS.

( 1) I x State\ oz.,ernment' and unit of local
oorernmrnt which experts to recce, funds under subtitle A or D
for any entitlement period beginning\on or after January 1,1077,
811,11_

( A)- .30 days prior to tbe' 'publieliering required by sub-
sae/ ion (c) (j). \

(;) publish eonspicuously, in at leaSt one newspaper of
general eirrulatiQii, the proposed use r zort required by

ling forth inling
o dal

ch public

subseet ion (a), a narrative summary 8
simple language an explanation of its pro
budget, and a notice of the time and place of
hearing; and

(ii) make available for inspection aareproduc
the public. (zit the:principal office of such State gov
merit Or RP I) f local gozwz ment, at public libraries,'Y

nby

an y 'zri i hi n the bourn/or such a unit of local govern,-\\
went. and, in the case a State government, at the main
libraries of the prix pal municipalities of such State)
the propOsed 71-4C r/ ort, the narrative summary, its of-
liral budget wh A shall specify/ with ParlicularlYY
(3('h-item!), 7. 114its fficial budget which will b'e funded, in
whole or in part with funds made available under sub-
title .1 or D, an/ r. each such bud get i I cmshalrspecify
amount of such f ds budgeted for Mat item and the
percentage of total, .xpenditures for that iteM, attributa-
ble to such funds,. a zd .

(B) 'within 30 days of 'r adoption of its budget as provided
,for *der State or local la o

f
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(i)' publish conspicuously, in at ?cast one newspaper of
general circulation, a narrative summary setting f orth in
sivl pie language an explanation, of itg official budget (in-
eluding an explana tion of changes from the proposed .

budget) and the rHatioship of the Use of fundS made
available under subtitles A and D to the relevant func-
tional items in suck budget; and

(ii). make melt sanfriiary atonable for Vrispecticm and
repqduction by tlie publicat the principal office of such
Stale government or unit of local government, qt public
libraries, 'if ani within the boundaries of- sue,' b unit of
local governmet, and, in the case of a State government,
at, the. main libraries of the principal municipalities of
Nucti State: ,

(e) 'mg:R.The proviSions of paragraph (1) mcvy be
?ixed, in whale".sor in part, with ntspect to publication of the
oyipose4use reports and the narrative summaries, iri accordance
with regulation. s of the Secretary, where the cost of such publica-
,tion, would be unreasonably burdensome in relation to the'entitle-
' ment of such State /over ninwn,t or unit of local government to
fund? made available under subtitles A and D, or where such pub-
I i ration is othertirise impractical or inftasible.. In addition, the 30
dam provision of paragraph (J) (A) may be modified to the mini-

s Mom extent necessary to comply with State and local law if the
Secretary is satisfied with thecitizens\of the State or local goy,'
crnment will receive adequate notificatiOn of the proposed use of
*tends, consiAtelwith the intent of this section.

(e) REPORTS Plea IDED TO THE GOVEIZNOR.A copy of each report
required under subsections (a) and (b) filed with the Secretary by a
unit of local government which-receives funds under subtitle A or D
shall be provided by the Secretary to the Governor of the State in
which the unit of local government: ig located, in such manner and
form, as the Secretary may prescribe by regulation..

( f ) UST: REPORT TO A !MAW IDE ORGANIZATION.At the same
time that the proposed use report is published aid publicized in'ac-
cord(' nee with this section, eaoh unit of local government which is
within a metropolitan, area shall submit a copy of the proposed use

areavide organization in the metropolitan, area which
formally charged with rdrryiug out the provisions of section 304

of thr Demonstration Cities and Metropolitan Development Act of
1,966 (;?, u,s.('. 3334) ; section. 401 of the Intergoverninental Cooper-
ation A et of 1.965 (4.2 II . 4231) ; or section 30e of the Housing and
Community Development Act of 1974 (43 U.S.C. 461).
[SEC. 122. NONDWRIMINATION PROVISION.

[(q) GENT L. NO person in the United Stato shall. on the
ground of race, color, national origin, or sex be excluded from partici-
pation in, be denied the benefits of, or be subjected to discrimination
under any program or activity funded in whole or in part with.funds
made ava-ilable under subtitle A.

[(b) AUTHORITY OF SEGRFe'TARY.Whenever the Secretary deter-
mines that a State government or unit of local.governMent has failed to
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comply with subsection (a) or an applicable regulation, he shall notify
the Governor of the State (or, in the case of a unit of local governm"ent,
the Governor of the State !n which such unit 'is located) of the non-
compliance, a d shall , request the Governor to secure compliance. if
within a rea, onable period of time ,the Governor fails or refuses to
secure compliance, the Secretary is authorized ) to refer the matter
to the Attor ey General with a recommendatio that an appropriate
civil action be instituted ; (2) to .exercise the powers and functions
provided iiy title VI of the Civil Rights Act of 1964 -(42 U.S.C.
2000d) ; or (3) to take such other action as may be provided by law.

[(c) AUTHORITY OF ATTORNEY GENERALWhen a matter isreferred
to the Attorney General pursuant to subsection (b), or whenever he has
reason to believe that a State government or unit of local Fovernrnent is
engaged in a pattern or practice in violation of the provisions of this
section, the Attorney General may bring a civil action -in any appro-
priate United States district court for such. relief as may be appro-
priate, including injunctive relief.]
SEC. 122. NONDISCRIMINATION PROVISION.

(a) l' troll ilar toy . ( I) IN GENERA r,.N o pers. on shall, on account of
race, color, religion, sex, national origin, age, or handicapped status, be

ifexcluded from participation, in, be denied the benefits of, or be 80-,
jeeled to discrimination ehnunder any progr or actMity of a State gov-
ernment or unit of local government which government or unit receives
funds made available under subtitle ,4 or D.-The provisions of this
paragraph shall be interpreted

(A) in accordance with titles II, III, IV, VI, and VII of the
CV ell Rights Act of 1964, as amended, title VIII of the Civil
Rights Act of 1968. as amended, and title IX of the Tdfucation
Amendments of 1972, with respect to discrimination on the basis
of rare,' color, rcligion,scx, or national origin; . .

(B) in accordance with the Rehabilitation Act of 1973 with
respect to discrimination on the basis of handicapped status; and

(C) in accordance with the Ago Discrimination Act of 1975
with respect to discrimination on the basis of age, notwithstancl-
i ng the de f erred elf ertivrawd-ofsuch Act.

(2) E XCEPTIONS.
(A) FitivoiNc.The provisions of paragraph (1) of this 'sub

section, shall not apply where any ,S.tate Government or Unit of
local government proves by a preponderance of the evidence that
the, program. or-actMity with respect to which the allegation of
discrimination has been made is not funded in whole or in part,
directly or indirectly, with, funds made available under subtitle
A or D.

(B) Co.VSTRUCTION PlitOJECTS IN PROGRESS.The provisions of
paragraph (1), relating to discrimination on the basis of handi-
capped status, shall not apply with respect to conStructiolf proj-
ects commenced prior to January 1,1977.

(b) A r T//0/i/7' I' OP TOE S Fria...T.11e Y.
(1) Norict..Whenevcr there has been

(A) publication or receipt of notice, of a finding, after
notice and opportunity for a hearing, by a Federal or State
court, or by a Federal or State .administrative agency (other
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thou the S,ci, Lary ?Haler subparagroph, (B)), to the, effect
that there lom !wen o pattern or prac tier, of discrimination on
the basis of race, color, re! igion, sex, national origin, age, or
handicapped status in any program or activity of a State
goy, 1'11111 n1 01 P111;1 ()f local yoecen7lbelit,inhich g0101.77me711 or
unit receives funds noole arailoble under subtitle A or I); or

(I?) .a deteeminotion that a State go,crnment or unit of
bn ao'C( cval( it ;N 171)1 in compliance with subsection (a)
(1) after an in reNti!fation by the Cecretalip, prior to a hear-
ing ondevporag vo ph (.1)i.but including ikn opportunity for
the ,,%tabc yorecnment or unit of local government to make
a ,locum, mory Nohmission regarding the allegation of dis-
crimin,at ion or the binding of such program of activity with
funds madelarailable under Slibtitle A or D ;

flee ..tcretary shall, within, 10 days of such occurrence, notify the
overnor of the affected State, or of the State 7./n, which an affected

unit ofvloral government is located, and the chief executive officer
of such: off cited unit of local governanent, that such State govern-
ment or unit of local government is presumed not to be in com-
plionec with sabsretion (a) (1), and shall request such Governor
ontl 811J'17 chief executive officer to secure coin Ponce. For pur-
posrs of subparagraph (A), a finding by a Federal or State ad-
ministrative agency shrill he deemed rendered after notice and
opportunity for a hearing if it is rendered pUrsuant to procedures
consistent with the provisions of subchapter II of chapter 5,
title ,;,United IS'tates 61-ode.

(2) V01.1.X7'1,1?)" COMPI,LINCE._ft, the (rent the Governor or Jim
chief ( x«,utive, officer sechre's complianre after notice pursuant to
paragraph (1), the terms and conditions with which the affected
State government or-unit or local government agrees to comply
1311(711 be set forth in, writing and signed by the Governor, by the
(hie f rxemtive officer (in the event of a riolatianby a unit of local
goy, /violent), and by the Secretary and the Attorney General. At
least I" days prior to the effecti/ve date of the agreement, the Sec-
rclary shall send 11 copy of the aareem.ent to each, complainant!, if
any, grill( respect to such violation. The Governor, or the chief

rgitie 0/firer in the event of a violation, by a unit of local
?Imo rnmentshall file semiannual reports with the Secretary and
the .11torney Gneral detailing the steps taken to comply with
the a err men I. 1V ith in 15 days of ree-eifit of svch reports the AC'er-
Priary Rhall Rend A ropy thereof to each slick complainant.

(.7) SI'CITVVIOV isn IircuErrov P P 3-mc.vr 177.vms.
(,)) ,Csnyvyrav irrn f, at the ronelmion of 90

dan8 after notification under pa mom ph (1)
(i) a. con? plinnee agreem.ent has not been entered into

under paraa ea ph (2).
(ii) coin/dinner hag vat been GO7'ell7 Or

Of that ,C1/110 Or ate Air/ executive officer of that 71 nit of
local go vernilirl1t; and

(iii) an adanini,vtratire law iudge has not mode a deter-
mination under -paragroph7 (4)-(A) that it is ely the

6
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State government or unit of local government will prevail
On the merits,

the Secretary shall notify the Attorney General that com-
pliance has not been secured and shall suspend further pay-
ment of any funds Tender subtitles A and I) to that State gor,,.,
ernment or that unit of local government. Such ,suspenaion
shall be effective for a_period of not more than 120 Buys, or, if
there iS a hearing under paragraph (4) (B), not more than
30 days a f ter the conclusion of such hearing.

(B) RESUMPTION OP PAYMENTS SUSPENDED 'DER St'BPAR.4-
01MPD (A) .Payment of the suspended fun( s shall resume
only if

(i) such State government or unit of local government
enters into a compliance agreement approved by the
Secretary and the Attorney General in accordance with
paragraph (2) ;

(ii) such State government or whit of local government
complies fully with the final order or judgment of a Fed-,'
eral or State court, if that order or judgment corers all
the matters raised by the Secretary in the notice pursuant
to paragraph (1), or is found to be in compliance with
subsection (a) (1) by such court; or

(iii) the Searetary finds, pursuant to paragraph, (4)
(B), that noncompliance has not been demonatrated.

(C) SUSPIOISION UPON ACTION BY ATTORNEY GENERAL..
.TV hetU'VCP the Attorney General files a civil action alleging a
pattern or practice of discrim,kurtory conduct on the basis of
race, color, religion, sex, national origin age, or handicapped
status in any program or activity of aState gonernment or
unit of local government, which State government or unit of
local golTrnment receives funds made available under sub-
title A or D, and neither party within 4..5 days a per Rub
filing has been granted such preliminary relief with regard to
the ,uspension or payment of funds as may be otherwise avail-
able by law, the Secretary shall suspend further paymenit of
any funds under Rub-titles A and D to that State government
or that unit of local government until such time us the court
orders resumption of payment.

(4) RARING'S; OTHER ACTIONS.
(A) PRELIMINAny REARING.Within the first 30 days after

notification, under paragraph (1) (B), the State gorerziment
or unit of local government may request an expedited prelim-
inary hearing by an administrative law judge in order to
de.termine 'whether it, is likely that the State government or
unit of local government would, at a full hearing under sub-
paragraph (B) of this paragraph, prevail on Ow merits. on
the issue of the alleged noncompliance. Such judge shalt
render a finding hereunder within the 90-day period after
notification under paragraph (1) (B). A finding under this
subparagraph by the administrative law fudge in favor of
the State government or unit of local government shall defer
the suspension of fund' under paragraph (3) until the 210th

63



63

day after the issaam:e of a notice of nancompliinee undo'
paragraph (1)0y; w: avail JO days after the conclusion of
hearing on the 711critn under subparagraph (B) of thin para-
graph.

(/1) COMPLIA.VC 111:11d.VG.Al any time after notification,
under paragraph (1) but In fore the conclusion of the 120-day
period referred to in paragraph (J)A, a g'r'ate government or
unit of local government may request a hearing, which the
Secretary 871all initiate within 36 days of such request. T 11,e
Secretary may also initiate a hearing fri case .of a finding in
favor of a State government orunit of local government un-
der subparagraph (A) of this paragraph. Within 30 days
after the conclusion of a hearing under this subparagraph, or,
in the absence of a hearing, within 210 days °Nr issuance of a
notice of noncompliance under paragraph (1), the Secretary
shall make a finding of compliance or noncompliance. I f the
Secretary makes a finding of noncompliance, the Secretary
shall (i) notify the. Attorney General of the T'nited States in
order that the Attorney General may Institute a civil action;
under subsection (c), (U) terminate the payment of funds
under subtitles A and B, aril, (iii) if appropriate, seek repay-
ment of such funds. If ,the Secretary makes a finding of COM:

pqynunt of the suspended funds shall resume as
prove- .d in paragraph (3) (B).

(5) J/uviciAL REviEw.Any State government or unit of local
government aggrieved by a final determination of the Secretary
under paragraph (4) may appeal such determination as provided
in section 1113(c).

(c) At-Tao/wry ATTORNRY GENERALWhenever the Attorney
General has reason to believe that a State government or unit of local
government lurs engaged or is engaging 811. a pattern or practice in
violation of the provisions of this section, the Attorney, General may
bring a civil action in an appropriate United States district court.
Such court may grant as relief any temporary restraking order, pre-
liminary or permanent injun4ion, or other order, as necessary or
appropriate to insure the full enjoyment of the rights described in
this section, including the suspension, termination, or repayment of
funds made available under this title, or placing any further pay-
ments under this title in escrow. pending the outcome of the litigation.

(d) Al GREENK.VT.S RFT [VEEN A Gr,vms.The Secretary shall enter
into agreements !with State agencies and with other Federal agencies
authorizing such agencies tb investigate noncompliance icith subsec-
tion, (a). The agreements shall describe the cooperative efforts to be
undertaken (including the sharing of,civil rights enforcement per-
sonnel and resources) to secure compliance with, this section, and shall
provide .for the immediate notification of the Secretary by the Attor-
ney General of any actions instituted under subsection (b)(3)(C),
Rubsertion (c), or under any other Federal civil rights statute or regu-
lations issiuul thereunder.
SEC. 123. MISCELLANEOUS PROVISIONS.

(a) ASSURANCES To THE SECRETARY.Ill order to qualify for any
payment under subtitle A for any entitlement period beginning on or
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after January 1, 1073, a State government or unit of local government
intist establish (in accordance with regulations prescribed by the Sec-
retary, and, with respect to a unit of local government, after an
oppqrtunity for review and comment by the Governor of the State in
which such unit is located) to the satisfaction of the Secretary that

( 1 ) it will establish a trust fund in which it will deposit all pay-
ments it receives under subtitle A or I) ;

(2) it will use amounts in such trust fund (including any
interestearned thereon while in such trust fund) during such rea-
sonable period or periods as may be provided in such regulations;

[(3) in the case of a unit of local government, it will use amounts
in such trust fund (including any interest earned thereon while in
Such trust fund) only for priority expenditures (as defined in
section 103 (a)), and will pay over to the Secretary (for deposit
in the general fund of the Treasury) an amount equal to 110 per-
cent of any amount expended out of such trust fund in violation of
this paragraph, unless such amount promptly repaid to such
trust fund, (or the violation is otherwise corrected) after notice
and opportunity for corrective action

(4) it will provide for the expenditure f amounts received
under subtitle A only in accordance with the laws and procedates
applicable to the expenditure of its own rev ues;

(5) it will
( A) use fiscal, accounting, and rdit procedures which

conform to guidelines established [ ierefor], in conformity
with subsection (c) of this section' by the Secretary (after
consultation with the Comptrolle Gener4 of the Un4ed
States), and conduct independent financial audits in accdrd-
once with generally accepted an iting standards as required
by paragraph (2) of such subset ion,

(B) provide to the Secretary (and Oa the Comptroller Gen-
eral of the United State , on easonable notice, access to, and
the right to examine, such books, documents, papers, or rec-
ords as the Secretary may reasonably require for purposes of
reviewing compliance wit this title (Otr_, in the case of the
Comptroller General, as t e Comptroller General may reason-
ably require for purpose of reviewing compliance and oper-
ations under subsection c) (2) ), and

(C) make such an ial and interim reports (other than
reports required by suction 121) to the Secretary as he may
reasonably require;

(() all laborers and 'net anics employed [by contractors or
subcontractors] in the Pefor ante of work on any construction
project, [25 percent or mor of the costs of which, project are
paid] which, is funded/in who or part out of its trust fund estab-
lished under paragraph (1), illie paid wages at rates not less
than those prevailing on simi ar onstruction in the locality as
determined by the Secretary f Labor in accordance with the
Davis-Bacon

by
as nmencled.140 U.S.C. 276a-276a-5), and that

with respect to the labor standIrds spgified in this paragraph the
Secretary of Labor shall act in accordance with Reorganization
Plan Numbered 14 of 1950 (15 F.R. 3176; 64 Stat. 1267) and sec-
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tion 2 of theAct of June 13, 1934 as amended] (40 U.S.C. 276c)
, except that nothing in this subsection shall be construed to
cover Ivork pert amed by a state or local jurisdiction with ita own
regular, permanent laborers OT mechanict

(7), individualsemployed by it whost, wages are paid in whole
or. in. part out of its trust fund established under paragraph (1)
will be paid wages which are not lower than the prevailing rates
of pay for persons employed in similar public occupations by the
same employer; and

(8) in the case of a unit-of local government as defined in the,
second sentence of section 108 (d )'(1) (relating to governments of
Indian tribes. and Alaskan native villages), it will expend funds
received by it under subtitle A for the benefit, of members of the
tribe or village residing in the county area from the, allocation of
Nviii(rh funds are allocated toN under section 108(b) (4).

Paragraph (7) slut!! apply with ttspect to employees in any category
only if percent.or more of the, wages of all employees of the State
government or unit of local goVernment in such category are paid from
the trust fund established by it under paragraph (1).

( h) W Ill I I WWI NU w PA TM ENTS.I f the Secretary determines that
a State government or unit of local government has failed to comply
-,111).t ant iallv with any provision of subsection or any regulations
prescribed t hereunder, after giving reasonable notice and opportunity
for a hearing to I he Governor of the State or the chief executive officer
of the unit of local government, he shall notify the State government
nr unit of local government, that if it fails to take corrective action
within 00 dttys from the date of receipt, of such notificatjon further
payments to it will be withheld for the remainder of the entitlement
period and for any .subsequent entitlement period until such time as
the Secretary is satisfied tlett approyriate corrective action has been
taken and that there will no longer be any failure to comply. Until he
is satisfied, the Secretary shall make no further payments of such
amountm.

(c) AccouNTiNo, AUDITING, AND EVALUATION.--
( ) IN GEN EP.A I..TIW '';e(ret !try shall provide, for such [ac-

counting- and auditing procedures] audits, evaluations, and re-
views as may be necessary to insure that the expenditures of funds

-"`recei under subtitle A or I) by State governments and units of
local g verliment comply fully with [the] requirements of this
title. Such awlils, e +urinal ions, and reviews shall include such
pendent audits as ?nay be required pursuant, to paragraph (2).
The Secretary is authorized to accept an audit by a [State of such
expenditures of a] State goyemnent or unit of local government
of its ex pe /alit tires if he deft FM I WS that, such audit wa8 conducted
in compliance with paragraph (2), and that such mulit and the
audit procedures of that State government or unit, of local govern-
ment are sufficiently reliable to enable him to carry out hisAuties
-under this title.

[(2) COMPTROLLER GENERAL SHALL REVIEW COMPLIANCE. The
Comptroller General of the Uniteil States shall make such views
of the work as dope by the Secretary, the State govern eras, and

6
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i the units 4 local government a:Away be necessary for e1

-gross to evaluate compliance and operations under this title.]
(5) fivorepemoisyvT ,AUPITS.The,iecretary shall, after consulta-.

tion with the Comptrolkr General rromulgate regulations to take
e If ect not later Wm March 31, 197 which,sholl require that each

' Stale government and unit of loo goverii;nunt receiving funds
undersublitle A or D conducts d nu each fiscal year am audit
of 8-financial accounts in accord( nee with generally excepted

iting standards. Such, regulation shall include such provi-. .

vs as may be necessary to assure, dependent audits are eon-
cted in accordance with such, st( dards, but may provide,

157; less formal reviews of financial i °motion, or less frequent
imps, to the extent necessary to mure that the vast of such

cudits,not be unreasonably burdensem . in relation to the entitle-
ent of 8n,ch.,State government or un t of local government to

fufruls available under subtitles A and . Such regulations shalt
further provide for the availability t the public of financial
8latemen,18 and reports on, audits or inf srmua reviews conducted
under this paragraph for inspection, and reproduction as public
documents. . .,..

(3) COMPTI/OLLER OEN ERA 1. 94 IA IL REV LEW COMPLIANCE. The
-Comptroller General of the United States shall make such review
of the work as done by the Secretary, the State governments, and,,
the units of local govktnnelit as Ina y be necessary for the Congress

mice And operations tinder this title.
SP .RETARY OP THE T REASURY .T he Secretary
Wade with the report required undeSsection

e Congress on. the implementation'coul aduninis-
.ri;n . -... fre fiscal year. Such report shalt

lied to, a cont, ehensifve and detailed analysis'

comply with section 1259, including a
d extent of anynoncoMpliance and the

vplaints;
irk citizens in, recipient jurisdictions hove

enisions determining the expenditure of
ler subt le8 A and D ; .

nt to whic&recipieht jurisdictions helve complied
wjth section/ 23, including adescriptionc f the nature and extent o
any noncompliance and of nbeasures taken to ensure the incleper
moo of audits conducted pursuant to subsection (c) o f such section ;

(4) the manner in, which. fain 8 distributed rrider subtitles A
and D home been. used,. including he net fiscal impact, if only, in
recipient, jurisdictions; and

(1) significant problems arising in e administration o f the Act
and proposals .to remedy . such pro ms through, appropriate
legislation.

(e) PROWRITION OP USE POR LOBRYING PURP SES.No State govern-
ment or ?enfit of local government may use, dire ly or indirectly, any
part of the funds it receives under su4tilla A or I or the purpose of
lobbying or other activities intended to influence y legislation, re-
garding the provisions of this Act. For the purpose o this subsection,

to (Lyaluate corn
(d) HEPORT o

of the Tre
106

rx/ 81
report to

um of this Ac
_----- znoligie, 1.44W-lie-

of the following 4i'
.

scription of the ?velure
(1) the eamires\taken t

d r
status of all pending

(g.) the extentxtent to
become i :calved
funds received

(.3) the ex
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Le8 paid to National or State associations 811(111 be deemed nor to luzve
been paid from funds received under subtitle A I).
SEC:124. COMPLAINTS ANO COMPLIANCE REVIEWS.

By A /arch J1, 1977, the Secretary shall promulgate regulation8-
estublishing

(1) reasonable and specific time limits for the Secretary or the
pprop;iate cooperating agency to re,8pon4 to the filing of a com-

ylaint by any person alleging that a AS'tate government or unit of
local government is in violation of the provisions of this Act, in-
cluding time limits for instituting an investigation, making an
appro4.riate determination with respect to the allegations, and act-
vzavng the complainant of the status of the complaint/ and

(2) remsyrnable and 8pi4cific time limits for the Secretary to con-
duct, audits and reviews of State governments and ,units of local
go/ernmolt forompliancewillethe prosisions,of this Act.

'SEC. 1/5. PRIVATE 'CIVIL ACTIONS.
(a) In any action brought to enforce coin plianee with any provision

of INS Art, the court may grant to a '4orerailing plaintiff reasonable
()homey fees except where the lairsa;f ix f rivoloas,rexatzons,brought
for harassment purpuscs, or brought pin(-ipally for the' purpose of
gaining all,orney fees.

(b) rEarExrio,v Mr A 77YMNEY CFNERAL n any action brought
to enforce compliance. with any,pro1.ision of this Act, the Attorney
General, or a specialry designated.w4stant for oe in the name of the
rnited States. may intereene upon, timely application if he certifies
that the action is of general puling imporlunee. 1n such action the
I 'nited States sludl be en4Iled to the same relief as if it had instituted
the action.

Subtitle CGeneral ProvisiOns
SEC ;'141. DEFINITIONS AND SPECIAL RULES.

(a) SECRETARY. For purposes of this title, the term "Secretary"
means the Secretary of the Treasury or his derogate. The term "Secre-
tors of the Treasury" means the Secretary of the Treasury personally,
not including any delegate.

(b) ENriTr.EmENT PERTOD.For purposes of this title, the term
"e&tlement period" means---'

(1) The period beginning January 1, 1972, and ending June 30,
1972.

(2) The period beFinning July 1, 1972, and ending Decem-
ber :31, 1972.

(3) The period beginning Joimary-1, 1973, and enging.Turne
1973.

(4) The one c periods beginning on July 1 of 1973,1974, and
1975.

(5) The eriod beginning July 1, '1976, and ending Decent-
bee31, 1976.

(6) The period beginning on January 1, 1977, ande-neling Sep-
tember 30,1977.

(7) The one-year period,, beginning on October. 1 of 1977,
1978, and 1979,

6
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, (c) Nsmicr, `or f'onumcin.-,--For purposes of this title, the District
of Co lurbia shall be treated both, .

: t 1) as a State (and any ref e to the C,T 0 v e r n o r of a State
shall, in the case of the Distric mbia, be treated as a ref-.

4 eren,ce to the Mayor of the Distl:i4 bia), and,
(2) as'a country area which has n f local government

(other thaVself) within its geographic a
,. .

. _. -

.b
SEC. .142. REGULATIONS. _ i)'( %1

. ( l ) G EN ERA t. RMY. Tin Secretary shall presc - m*ilations
I l

- ,
may betccssaiy or appropriate to carry out th of this ..,

tt.3 rt. , .
..

, ,' ,

( _s ,, IKIN I STRATI %re PI2QCTIDURE ACT to A PPLY.-21--TV ) AI)
,' provisions of subchapter II of (thaPtef 5 of title 5 of the Uni
Code shall app.:V-4o the rf gulations prescribed iitder this'ti

-, tittement per: rods beginning on'or after J.ti.nualy 1,1073.
sEe 143. JUDICIAL

.

JUD IC IA L R EVIEW .- i ' g 0

( a ) P 1;1T I 0 Ns Pot REviEW,=Alq State which .receives otice of
reductionAn vititleantiA unders,lection'107(b), and any S d or unit
of local governitieO, which receives, amotice of withhold Fb of ,pay--
nients under section [104 (1;)"or] JA ( b,) , may,. within 60 d s after' re-
ceiYing' such notice, file.. with the lIiiited 'States court of ppeals for
the circuit in which such :tat* orunit of local governmect is located
'a- petition far review of the action of the Secretary. A. caw of the petit
flag, Shall forthwith he -t ransya itted 10 the'Secretary ; a co ySliall also
ft)i-thwith be transmitted to ,thgAtfbrn%y General:

, .

(b) REcono.The Secretary shall, fiWin the court the record of the
.proccAding on which he based his action, as provided i section 2112
a titre 28, United States Code. No objection to"the act on of tIte See- .

..
-' rotary shall he,considered by the court unless such obj cc ion has been

u r.god be foro the Se,cretary. ,, _. .
,--------".°r. '( c)..11-nustin-rio),T;oF Couirr.-7--The c 'tirtsitall hcc-1,j,uriSdiction to ,,

,. ,
art-1111.er modify the action of the Si etaey or to set, P aside in Whole, .

st a nti al evidence coal ai nod in" the' recorillshaftl) ct nchisive: How, ,

,:.., ..itlfied.11)%0'=',or in part. The findings of fact b e Setiretarv, if.

ever, if any finding is not stipported by s)ibstant iia .ivhience contained ,

in the record, the court may- remand the cirse ) the Secretary 4o.
take further evidence;-and the Secretary may thc. eupon make new or
'Midi Cull tindinlys of 'fact and may modify his resaus actions, He , ,
shall ce.rti ty-t a the court; the, record of any,ifurt cr proceedings. Such
-new (rr math (led. findings of fact shall lilaiwi be eonclusive if sup-

. . parted by substantial eyidcnN, contofined in th ,record.
't- (1) RrviEw By S fPII I, ME CPUII.T.T he j4dgment of the ciaurt shall

lit: subject. to review by flue Supreme Court tifthe United ,5.ratos upon
.. certiorari_or certification, as provided in' section 1254 of tittle 28,

k.
., 1.-ti i red States Code. , ,

SEC. 144.- AUTHORITY TO REQUIRE INFORMATION ON INC2ME TAX
.. RETURNS.

.,,,,,,Ir7: .. /

,( A ) , GENERAL Ruty,--, , ,r, .

S(.1.)4. N FORMA/NON WITH 11155rfCT TQ4 -PLACE OP Ri:FITDiNOR.=11b:, . GI ,

-paitt B Of part II -of subchapter -A of 6111p-ter-di, of the Internalvai %

.. .. ..., .1'

., .
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Revenue Cbde of 1954 (relating to income tax returns) is amended--
by adding at the end thereof the following new section:

"SEC. 6017A. PLACE OF RESIDENCE.
ith6 case of an individual, die information required bn any

urn with respect to the taxe's imposed by chapter 1.for any period
I include information. as to the State, county, municipality, and

er unit of local government in which tDte taxpayer (and any
dividtial with respect to whom-an exemption isclatmed on sue

eturn) resided on one or more dates (determined in the manner pro-
vided by regulations prescribed by the Secretary or_ his delegate)r'
during such period."

(2) CI,EliICAT., AMENDMENT.The table. of sections for such
subpart B is amended by adding at the end thereof the following:

"Sec. 6017A. Place of residence."
(b) CIVIL PENALTY.-4,

( ) IN (IENERALSubchapter B of chapter 68 of the Internal
Revenue Code of 1954 ar-Nltended by ..adding at the end thereof,
the follow big\ new sectibn :

"SEC-668Z. FAILURE TO SUPPLY INFORMATION WITH RESPECT TO t

PLACE ,GFRESTENCE.
"(a) Civit. PENArmy.If4ny person fails to include on\his return

any information' required under section 6017A with respect- th his -
of rvsidence he shall pay a penalty of $5 for each sue failure,

unless it is shown that:such failure is due to reasonable cause\
(I)) DF,FWIENCY P10.1)17RES B d

chapter (;:; ( relating to deaciencyprocedlires for income, estate, gift,
and efiapler :2-tax%) shall no apply in respect of the assessment or
collection of any penalty impose( subsection (a)." .

(2) Ci-idem., AM,NnArEN. Ie table of sections for such sub-
.- chapter-B is amended by adding a he end thereof the following:

"Sec. 6687. Failure to supply inform ion with respect fo place of
residence."

Subtitle DSupplemental I±iseat Assiqtance
SEC. 161. SHORT TITLE.

'his subtitle nay be cited as the"Supplemental Fieal' Assistance
Act of 1976":
SEC. 162. PAYMENTS -TO STATE AND LOCAL GOVERXMENTS

P.,"ircept czs otherwise pnavided in this title, the SeAelary shall, for
each entitlement period beginning on or after Januaky 1,1977; pay
oil of the amounts authkized under sectio 105 (c)(1)\rkich we nbt
ri.,erre'il for distribution under subtitle Ai and out arty additional
am: blots appropriated under section 1(jd (b), to each eligible State go c-
c rnm6i,t, and to each eligible 'unit of local gOerniaet, an ainowni4
terlainedv,ndeY- section. 164 far such .peri,b(1.,'%ell iyayinen,t8 shall be
wade in b Ns often t um, once' for each quarter,

shell be 17,11(1./iiil lath I. than :5 days afte ,41u2 close of each-quarter.

7 0
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s ynonts for any cn1illenient pf clod may be initially made on
//t basis of estimatc8. Proper adjustment shall be made in the anunent

any paym.ent to a Stole government or a unit of local governnu,n.t
to flee extent that the poyments preiou.sly macle'to such government

un.ler this subtitle iveee in f xcess of or less than the amounts required
10 be po;(1.
"SEC. 163. FUNDING.

".( a) EPTITLEAINNT.=-7'here shall be arailable for distribution 2171-
/ o

,der this ,snbqte,, a'ny 8W1114 authol'iz,cd under *sec-
tion 105 (e) (1 ))t,-.1Lielt

"(.1) $1/,`875,00-4,0 for the entitlement period beginning Janet-
orul . 1977, 'a 71(1 end'ing Seple,mbe r 30,1977 ; or

"(2) $6.60'0,000,000 for '(Iny. entitlement period,. of 12 711011 ( 11 8

(fur(' ion thereafter.
"(b) A arrtotelz..trio.v.In addition to 11u, sums available under

(a) thee, are aat1;vie;a: to..be appropriated such sums
---------- -------- 2.1s:::,Lionoxess molt (I( em neres,4ki tcr---adQuately fund the program..,

tidish-dt,a 114s
SW. 161. ELIGIBILITY DETERMINATION_ OF Al$10(11NT OF PAYMENTS.

(a) Is'Luonn rry.---.17o State gorcrnmeet shall he eligible to receive
poymants subtitle unless,,qpith respect to un entitlement

if,' (nlitlement "finder f'etion 1/17 excced8 its (;nlitlement under
107. ,V0 ?In/7- of 108(11 yorernmeli_all-Iii; eligible to receive

P"%Iments under 1-741sIoliblitle unleo ucith respect to an entitlement
eiodits entitlement under seetron--. 168 exceeds ils entitlement under

se,0 ion 108.
(1)) Pe1Y.IIP laT (11? 1' X CI:*SS.--Except as prorided in subsection (e) the

AC, nary shall pay---
(1) to each ,,R7ate government eligible under subsection (a), an

omount evial to the amount by which its entitlement under sec-
tion 167 exreed,,? ifs 7,nlittement under section 107; and

(2) to «telt- ;Oil of local government 419We-wailer ...ubseetion
( a), an amount (Nay 1 to the amount by 'which its entitlement under
section 168 exo (48 its entitlement tilahr section 108.

(c) LIA117.1 770.1*S.
) /' 737. 1,V1)/ 7170.1'S. R //Ms r/ /// /7//b/i' under section
(o) );71 (,b) Joe any eptitlem.ent period for4making payments

owlet, to State governments and "Units of local 1 /oe e,rn-
Pie II r ruf 1,01 ./iii(*ii/ Jo pay in, f 1111 the total amount of payments.,
olid;horized I) (b) of th-;A. Rection for that entitle-
ment period, /hill earlt sack payment for such period ball be
rntoldy 7.edue, (I. In e(1.,18 additional 1./irds beromo available for
inaki/o/ .voch p,y,iment.v foioPil ln,tillrynen.t ter1od-daring which
11;e. plet( d oin!, sil( i.e 11R812 reduced payments sltoll
be ;per, 08, onthe same basis a.s they were reduced

P 17/ I.1' C,2;/00, GO I'VP.V/NG BODY? W

1'.11'116'17.. if (TM/ for tbi-Q vibporogra ph) the payments 0 any
tail of logo] [Orr i;n.no,nt belong the level of 'the roanty

iv( /
(1) ;void(' be le,c; Own .5?,:701) for any 811111 ,t1c7ient period

'($1,Si".7 for cto rtili/levoot PA1(1 of tooli,`A8), or' 0,
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(11) ;8 'WM. ,for any , Oillvm eent period by th _floc, ening
b,dy Of h unit,

th, n the unrount of such paYment for such period shall (in lieu of
b, illy paid to such iinit) be added to, anel shall become a part of,
the payment for such period to the county government of the
cortnly urea in whit h'siieh unit is located.

SEC. 165. MANAGEMENT OF FENDS.
(a) ,11.4NAUEMENT.

) I.v GENEll.n.---Pand,v appropriated pursuant to Section. 1 63 (b)
shall ronItin, available without fiscal year limitation and, except as
provided i`n, this title, may be 11,seel only for the payments to State and
local governments as provided by this subtitle.

(A) he Secretary of the T'reasur'y shall report to the
Collor, 88 not. Man anuary 11; of eyeh year on the operations and
payments wale during the preceding fiscal year.

(h) Tie .v s n 70 G ENEle,i Flr.V1).-7'h( cvelary 811(111 from. time to
lime trans!, r to Ille general funP1 of the 7'reasinmy any moneys available
%or this subtitle which he determines. will not be needed to make pay-
art n Is to Slate gorernmolls and units of local government under this

.

SEC. 166. ctiMITTATION OF ALLOCATION AMONG STATES.
,in mow, Itt ( pull to the amouni authori.?ed under section 105(c)

(I) for each e nt. period is not reserved for distribution
niler-11,;:: Ni1/.//7/,' S/1/4 he (dloralid anion y /he States as follows:
(ti) A r elf !ploy 0 v B IsIS or I yroifF, l'rron.Forty percett of an

cloa/ I /oL,,.4,4woo n1 (loll, ori2, Rention .105 (r) (1)
fop 'Hy/ cit 1:qr'70P lir r;007 Wit; ix not reserved for distribution
?Hulce this ,qublille shall ffe allocated omong the States in the same
pripoe1;01, os--

(1) the population, of each State,multiplied by the income fac-
tor of thattate, hears to

(2)' the sum of the products del, mined under subparagraph
(1) for all States,

(b) 17' v Il t s OP 7'.1 Errol'' lTOR:S;x1y percent
of an (Haw/ n (011101 to the amount aulhori.:Tell under section 105(c) (1)
for an'u en I itleVi period a'hiCh is Val reserved for distributionunder

shall be ollocated among the ,tates in the same proportion,
as the amount allocable, to egeh ,"lute 8ni/,,ere'l it'll (c) of this
,xcelifin bra P' to the sum. of the amounts allocable to all Mates under

'lion (e) of thi,s7w."lion,
(e) 1.)Errn WI V 1 TM V (11, / xr

( 1) I.v ti,.For purposes of subsection (1)) of this sec-
ti7m. the amount, allocable to a Stale under this subsection.for any
ntillement period shall be determined, under paragraph (2),

pt that meh amount shall be determined under paragraph (3)
if the amoun,' allocable to it nnder paragraph (3) is greater than
the amount a/lora/de In it under paragranh 4).

(2) Gp.vEl.. T.1 PrONT 1.11Or'17.- For purpok:es of paragra4,
(1), tiro, aninvnt allocable to a Stale under this paragraph for any
entitlement period is the amount which beers the same. ratio to the
fold( amount allorableu ',der subsection (b)

7 2
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(A) the population.of that AS' tatemultiplied by the general
tax eff ort,f actor of that State, pears to

(E) the sum of tjte products determined under su para-
graph (A) for all States..

(3) I Nowa Tax EFFORT AMOU NT.v-F 07: purposes of parag aph
(1), the amount allocable to a State under this paragraph f any
entitlement period is the ainountwhich bears the same ratio to the
total amawnt allocable under subsection (b) as

(A) the population of that AS'tate, multiplied by 'the income
tax effort factor of that State', bears to

(B) the sum, of the products determined under subpara-
graph (A) for all States.

SEC. 167. ENTITLEMENTS OF STATE GOVERNMENTS.
(a) Dit'isioN BETWEEN Sr Art: .4N D LOr .4 L GovEre,y.lavvrs.The State

government shall be entitled to receive one-third of the amount allo-
cated to that State for each entitlement period. The remaining portion
of each. State's allocation shall be allocated amory the units of local
government of that State as provided in section 168.

(b) Sr4 TR MUST MA I N T.4 IN T 14' .1 N SP E TO LOCAL Go rERNMEN TS.
(1) EN P.' R 1L entitlement of any Stale governm,nt

for any entitlement period beginning on or after January 1,1977,
shall be reduced by the amount (if any) by which

{A) the average of the aggregate amounts trans ferred by
the State government (out of its own sources) daring sorb
period and the preceding entillenient period to all units of'
local government in such State, is less than,.

(B) the similar aggregate amount for the one-year period
begins ing July 1,1978, or until data on suck period arc avail-
able, the most recent such oite-year period for which data on
suchamounts are available. .

For purposes of slibparagrailk (A), the amount of any reduction ,
in the entitlement of a State gorernment under this subsection
for any entitlement period hr,' 1 for subsequent, entitlement peri-
ods, be treated as an amount transferred by the ,State government
(oat of its own soilrecs)dur)ng such period to units of local vov-
eminent in such State.

(2). A.011:STMENT WHERE STATE S.M.IfES RESPONSIBILITY FOR TE-
coley OP' E.UPENDIT'IRES.--1 f the Slate goerrnment establiAes to
the satisfaction, of the AS' cerclary that since December 1, 1976, it
has asynnicd respon:916,7;ty for a_calegory of r.rpenditures :which
(hr fare January 1, 1f)77) was the respoivihilily of local govern-
?acids local( (1 114 ileb. why regulations prescribed by
the ,1/441 r'rOtary, tlrr arilyirriate amount t(17112 into account under
tarnfiraph. (1) (11) shall he reduced to the erlent that increased

(lorernment spending (mit of its Oiril sources) for such.
category has rep7aced corresponding amounts which for the one
?pm perihd 1i/11;7rd for pvrpo,es of paragraph (1) (B) it tran.s-
fcmcd to nails of local ao inert,

(.7) TV T.1 .17,V0 P row.ennEn UPO.V
4;op7r.v.iff. 'V TS.- --I f a ,S7,11,; (WO) rn;°` to the satisfaction, of

the Seeretary that since January 1,19'2' c or more units of local
(Joycean, al within such Slate faire had con ferred upon them, new

73
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taxing authorit y, I hen, midi r ( /alations prescribed by the Secre-
tary, the ag !peyote am.oun taken into account under paragraph
(I KIS) shall be reduced to the extent of the larger of

`\ (A) an amouat equal to the amount of the taxes collected,
bg reason of the e,reecisr of such new taxing authority by such

e gore rum( 01s, 01'
(1 ) rfrt omoant equal In the (mount of the loss of revenue

to the Slate by reuse,' of such new taxing authority being
confer, /'On such local gorcemnimls.
amount s be taken into eonsidrval inn under subparagraph

(.1) if such riir taxing ilathorit y is an increase in the authori2ed
rale of lax unil\r a pri piously authori.?ed kind of tax, 'unless the
Stale 1s deteriniited by the Sect:clam! to hare decreased a related.
Stale lax,

(4) ,s,,A7-1,11, ill ix poll hHill nr.0.1v.vt.va .11vAtey 1, 1977.In
the raw of the 111 ii4Irma p/ rind beginning January. 1, 1,977,
and earlina Seplem.ber ow, /he ayyrt flab! anwaint taken into
(1,rt11 popitfirandi ( I ) (A) for the preceding entillcment
Ile 0.011 (Hill lhr tlyyl'OBIll 111110'1111 Illitt()I 100 arl'0,141,1 1IIII1C7' In/TU-
.(1011)h ( / )(Li) shall be /brie- fourI118 of the amounts which (but
for this' parr,' /rapt( ) w nuld l,r harel into (rreorrnl.

(;) REM:CT/ON I n VT I T EXT.If the Secretary has reason to
hrlierr lbw paragraph (I) requires a rcdnetion in lhe r

of tiny ,'rat yorrenment for any en:filler-new' period, he shall gice
eykonalde 'wain( and opport and y for hearing to the State. /f
hereof/cr. he determines that paragraph ( l), requires the reduc-

tion of such entitlement, he OHO also d...C1.(21711..ille, ilfjj171,0,17? I of
81/i h reduction and shall not ify the Oi ,APtirnor o such State o 87"
ifilrliohollio/ol and .hall +6 ( INP(Ple71 PIrPrbel

y WM et .8 title an amount equal tn.such
per/m.1;0o,

(6) TR. I .V.S1.Th'S rn r.or,rr, no's. Ara, amount equal In the
reduelion in the entillena nt of r erh,S go re P77 col ich ?well ts
!rata /he application of t hi. lbsection (after an y 'r'ei'ierr
nodrr 8ect('on I.P) shall he nut le available for cli8Ivibul ion to local

.00ryvnalrillg the Slab' in accordance with serlion 16N, In
the (pent that. lw.caa.,e of limits imposed by sertion I6S, any por-
tion of ,sueh amount is not proper' y allocable to local goeei7,inents.
Rach, poet.ion, sht,ill hr trans/cord to the yen.eral fund of the

asnry,
SEC. 168. ENTITLEMENTS O1 LOCAL G6VERNMENTS.

(a) A 1.1.0c limy A iroxr; Cor vn .1 ()Twayl lobe allocated
to the units of /neat goreenment within a 67ale for any entitlement
period kiwi' In, allocated among the county areas located in that Slate
80 that /wanly Brea will /Tee; re an amount whirl, bears the same
ratio to the total amount to br allarateil to the and of local gout
,mcnt within that State as

( thr population of lhol onuoly area, mallip ied by the lax
effort factor of that Count// aura, multiplied by the income factor
of that conply art:a ,bcaps lo

(2) tsh,e-sam. of 1h-1,1)1'i/duets drrcrnli11ed under paragraph (I)
for oil ('wt/sly grids wish n that Slate,

4
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(b) :11.I.Oe'ATION TO COUNTY GOVERNMENTS, MUNICIPALITIES, TOTi'N-
SHIPS, ETC..

(1) (Iorv.vry HOVERNMEIVT5.The county government shall be
allocated that portion of the amount allocated to the county area
for the entitlement period under subsection (a) which bears the
same ratio to such amount as the adjusted 'maw of the county gov-
ernMent bear to the adjusted taxes of the covnty government and
all other units of local goverVment located in the county area.

(R) OTHER ri.virs OP LOC4L GOVERNMENT.The amount remain-
ing for allocation within a county area after the application of
paragraph (1) shall be allocated among the units of local govern-
ment (other than the county government) located in that county
area so that each unit of local government will receVne an amount
which, hears the same ratio to the total amount to be allocated to
all ,such units as

(A) the population of that local government, multiplied
by the taxeffort factor of that local government, multiplied
by the income factor of that local government, bears to

-----(firthrwtnrtiirsthtijorrItftets.- determined 'under subpara-
graph (A) for all such units.

(3) Toff/NS/DP GOVER,VMENTS.-1 f the county area -inchdes one or
_moretownshdp governments, then such township governments
shall be treated as quoits of local government in making-the allo-
cation prescried by paragraph (R) of this subsection.

(4) INDIAN TRIBES AND Al.ASEAN NATIVE VILLAGES. lwithin a
,titate there is an Indian, tribe or Alaskan native villagea which
has a recognized governing body which performs substantial
governmental functions then before applying subsection (a) of

all be allocated to each such tribe or village
a portion of the amount allocated to that State for the entitle-
ment period which bears the same ratio to such amount as the
population of such tribe or village within that State bears to the
population of that state. If thiS paragraph applies with respect
to any State for any entitlement Nciad, the toted aniownt to be
allocated to county areas under subsectipn (a) shall be appropri--
ately reduced to refire' the amount-allocated under the preceding-
sentence, and the population of any tribe or village ri?ceiving such
allocation shall not be counted in determining the allocation under
gulLsection. (a) of the county area in which suchlribe or village
is located. If the entitlement of any such tribe or%illage is wai/ved
for flay entitlement period by the governing had ? / of that tribe.
or village. then the provisVOns of this paragraph shall not apply
with respect to the amount of such entitlement for such period.

(t)) RULE ROB Si! 11,1: UNITS OP GOVERNMENT.If the Sacretary
determines that in any county area the data available for any
entitlement period are not adequate for the application of the
formulas set forth in paragraph (2) with respect to units of local
government (other than a county government) with a population
'belay a member (not ntore tAan .500) prescribed for that county
area by the Secretary, he may apply paragraph (R) by allocating
for such_entitlement period to each such unit located in that county
area an amount which. bears the'saeneratio to the total amount to
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he allocated under pgragraph (B) for such entitlement period as
the population of 8h unit bears to the population of all units of
local governiment in that county area to which, allocations are made
under such paragraph. I f the preceding .sentence applies urith re-
spect to any county area, the total amount to be allocated under
paragraph (R) to other units of local government in that county
area for the entitlement period shall be appropriately reduced to
reflect the amounts allocated under the preceding sentence.

(6) ENTITLEMENT.
(A) IN GENERAL.Except as 'otherwise provided in this

paragraph, the entitlement of any wit of local government
for any entitlement period shall be the amount allocated to
such unit under this subsection.

(B) MAXIMUM PER CAPITA ENTITLEMENT.The per capita
amount allocated to any county area or any wait of local gov-
ernment (other than a county government) within a State un- ,
der this section,for any entitlement period shall not he more
than ,I00 percent of two-thirds of the amount allocated to the
Slate under section 166,' divided by the population of that
`'fate,

((') I a .40rArlov .T he amount allocated to any unit of local
government under this section for any entitlement period
shall not exceed /50 percent of the RUM of (i) such govern -
nrint'x (114114'e/I tares, a.lrd (ii) the intergovernmental trans-
fe rs.of revenue to such government (other than transfers to
such government under this subtitle).

(I)) E NTITLEMENT LESS THAN ;S'2,500; OR GOVERNING BODY
1V4 IV ES ENT ITLEM ENT .I f (but for this subparagraph) the en-
titlement of any unit, of local government below the level of
the county g overnment---.

(i)'' would be less t ban $2,506 for any entitlement period
($1,875 for an entitlement/ period of 9 months), or

"(ii) is waived for any entitlement period by the gov-
erning body of such unit,

'bon the amount of &tech entiticirient for such period shall (in
lieu of being paid to such unit) be added to, and shall be-
come a a, part of, the entitleinrnt for such, peribd of the county/
government of the county area in 'which such unit is located.

(7) .4 DJ LISTA! I:NT OF EN TIT LAMENT.
(A) IN GENERA r..-- n ad justing the allocation of any county

arca or unit of twat government, the Secretary shall make
any ad )astnreat rrptired rtniler pn ',00mph ((1)(1?) first, any

rrgaired ?Ind er paragraph cfn (c) next, and any
adiust men?' rr red macr paragraph (6) (I)) laSt.

(81 AniuSTMENT FOR APPLICATIOv OP .1I4 XIMUM PER CAPITA
ENTITI, FM N T.-7' 1)(' socetary shall ad justt the allocation made
?foil( r this srrtiop. to runty areas or to units of local govern-
in, Tits in any State in or(fer to bring those allocations in com-
pliance with. the pror:sions of paragraph (6) (B). In making
such ad justmcntg hr shall ?nah'r any necessary adjustments
?Pith respect to county areas be fore 77701C17Ig any necessary
ad just mews u-Pth respect to units of local government.

7 (3
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CC) Annsr,vE,vr FOR APPLICATION OF thvirAriolv.In any
case en n'/ c/ the amount allocated to a unit of local govern,
ment is reduced under paragraph (6) (C') by the Secretary,
the .amount of that redaction---

(i) in the ease of a 7init local government (other
than a county goy( rnment), hall he added to and 7.11,
(Tome the allocation of the eminly government of the
COUni y nrru in which it is 101'a/ecl, U111018 (911 account of
the opplication of paragraph (6)) that county ga ,rn-
ment Nt lc y not 'mt«. If it, in which ease the ammo of
the reduetion'shall be added to and increase the en ti e-
ment of the State (lop( rnment of the' ISVale in which that
unit Of 10001 goreritillt.ni ix located ; and

(ii) in the ease of-a county gov(enment, he added
to aml increase the entith im id of the S twe government
of the ,\'Iale i which i lasted.

SEC. 169. DEFINITION.S' A SPECIAL RULES FOR APPLICATION OF
ALLOCATIO.V FORMULAS.'

((i)LIN L FN le .11. For / pv rpos;'s of his sub /rile
(I) PaPrA7IOi'.--POIMI(11i011 shall he del( mined on the 8unle

basis as resident population is deteemined by the Bureau of tht
Censu.q for general 810i:di/id purposes.

(72) A'.1,11(cr tvomr.---1:xempt in(!onte shall mean, one-fourth of
annual ;pram(' (It 8/4 laded by the -1 rf au at the Census as

the low ineome ler( I for a family of fo e r persons.
(3) ..16(a,v.e. !FE A-.17-31Pr I.VC0.41F.Aggregate exempt incoine for

any unit of government shall mean the, population of that, unit
multi plied by exempt income as di fined in paragraph (W).

(4) I NcomE.--1 neame /11P070? 101(1.1 money invorne from all
soarers, as del,rmiutd by the Bureau, of the Census, for general
slat is1;(771 purposes.

(5) DA TF.S. call in, PERM/A./X(1 , /. LOCI TIONS AND RNTITLEMFN T S.
.PCPpt av IPPO rifled in LrgIlialians, the drIPPilti 11411 ion of allocations

and entitlemen/s for any entitlement period shall he made as of
the first dull of the thIrdinoynth inimediatt 1 y preceding the begin-
ning of Rua, period,

(6) NrracorA r TR 1,VSPF R.C.---T11P intergovernmental
trains' en? of revenue 'IV any gocernmi nt ore the amounts of re9,)-
nue received by that governmeni from other governments as a
shore in financing (ar 0.s wimbursement for) the performance
of governmental funetion,s, as determined by the reau, of the
Census for [vilely/1 iNt ;cal pyrpo8ex.

(7) IF 1 T.1 l',1 7); r viFoh..vi TY (lb' n
(A ) Gr.vt.n.u. urtb. --Keopt ns prochlt'd in subparagraph

(II). the data used shall br the most recent/ available data
proeided hy the I?ureau of the Census or the Department of
Co,m,rnerco,a.v the rase may he.

(10 l.'s!, OF 1.,vriv ITC.'. r re.Where the Secretary deter-
rnine.v /hal the data r( frri'cd to in subparagraph (A) are
gle) I current enough or are not roinprcheneire enough, to pro-
vide for eguitaldf allocations, ht OW 4101 additional data

7,



(including data based on estimates) as may be provided for
in regulations.

(b) ivcow: Aciod
(1) The income factor for a State, county area, or unit of local

government is a fraction
(A) the numerator of which is

(i) the number of persons in families in that State,
county area, or unit of local government below the low-
income le41, plus the member of unrelated individuals
65 years old or beer below the low-income level, plus

,(ii) the number of persons in families with incomes
between 100 percent and 1P6 percent of the low-income
level residing in a central city of an urbanized area within
that State, county area, or unit of local government, phis
the number of unrelated individuals 65 years oldor over
who have incomes between 100 percent and 12r5 percent
of the low-income level residing in a central city of an
urbanized area within that ,State, county area, or unit of
local go/Trilill( nt ; and

(I?) the denominator of which is the number of persons in
families in that State, county area, or unit of local govern -

,went plus the number of unrelated individuals 65 years old
and over.

(R) The terms used in paragraph, (1) are defined in accordance
with the definitions used by the Bureau of the Census for general
statistical purposes.

(c) (it: T x PORT F ,t (Ton Op STATES.
(I) IN GENERA .Por purposes of this title, the general tax

effort factor of any State for any period isL
(A) the net amount collected from the State and local taxes

of such State daring the most recent reporting year,'divided
by

CB).the aggregate income, as defced in paragraph (4) of
subsection (a), attibuted to such State for the same period,
minus the aggregate (!xempt income attributable to such State
for the same period.

(2) ST .1 TE LOC.! f,

(A) T A' ES TAM/ N I NT 0 ACCOUNT.The State and local
toIN o, into art.olint under paragraph, (1) are the com-

pulsory contributions enacted by the State (or by any unit
of local government or other political subdivision of the
State) for public purposes (other than employee and em-
plover assessments and contributions to finance retirement
and social insurance systems, and other than Special 88-
',vents for capital outlay), as such, contributions are deter-
mined by the Bureau of the Census for general statistical
purposes.

(B) MOST RECENT REPORTING Y E R.The most recent re-
porting year with respect to any entitlement period consists
of th'year8' taken into account by the Bureau of the Census
in its most recent general determination of State and local
taxes made before the close of such period.

. , 7 3
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, ( ) LAY:on/A 7'.4 x C01.1 PCT1ONS 0!' STATF8.-1714 income tax collec-
tion attributed to any State for any entitlement period shall be equal
to he net amount collected from, the State indiuidu,a1 income tax of
slobState during the last calendar year ending before the beginning
of such entitlement period. The individ ual income tax of any State is
the tax imposed upon the income of individuals by that State and de-
ceil.nd (18 o SIO/c iiwoilo! tax Wide,' section, 164(a)(3) of title

/United States Cod( .

, (e) INCOME' T.tx P:ppoier Faeroe.- -The income, tax effort factor of
any State for any entitlement period is

(1) the income tax collcctions of that State as defined in sub-
section (d)9dinided Gy

(3) the aggregate income, as defined in paragraph (4) of sub-
scrtion (a) attribubd to elt State for the some period, minus
the aggregate exem pt income attributable to such Slate for the
same period.

(f) TAT -EFFORT FACTOR OF COUNTY Amv.i.-. --For purposes of this
title, the tax effort factor of any county area for any entitleMent
period ;s--

(1) the adjusted taxes of the county government plus the ad-
justed taxes of each other unit of local government within that
county arca,divided by

M the greater of
(.1) the aggregate income (as defined in paragraph. (4) of

subsection (a)) attributed to that county area, minus the
aggregate exempt.income attributable to that couinty area, or

(I?) one-half the aggregate, exempt income attributable to
such Count?' arca, for the same period.

(g) T.4 ,r EFIORT FACTOR 01? UNIT OF LOCAL GOVERNMENT.For pur-
po8e8 of this title

(1) IN ak:NEn.tr,.The tax effort factor of any -unit of local gov-
ernment for any ent itlement period

(A ) the adjusted taxes.of that unit of local government,
dtvided by

(B) the greater of
(i) the ag gregate.income (a8 defined in paragraph (4)

of subsection (a)) at bated to that unit of local gov-
ernment, M1.71718 the aggITgate exempt income attributa-
ble to that unit of local government, or

(ii) one-half the aggregate exempt income attributable
to such unit of local government for the same period.

(E) A vicsren r.4rEs.
(A) IN ORWL:RAL.The adjusted taxes of any unjt of local

government axe
(i) the compulsory contributions exacted by such gov-

ernment for public purposes (other than employee and
employer assessments and contributions to finance re-
tirement and Social insurance_ systems, and other than
special assessments for capital outlay), as such contribu-
tions are determined by the Bureau of the Cen8U for
general statistical purposes,

(ii) adjusted (under regulations ,prescribed by the
Secretary) by excluding an amount equal to that por-

7 3
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1/01/ 01 8101r.rony0.180ry r;101/ions 1.1.71;t1I ;8 properly
(111Ortild e 11,,i

(B) CAR LIIS ILAS i.rais (.01.1.AC PH) BY cocIvris.--1n any
ease when-- ar

. .(;) a mint yort.Pame-at exaels 801e8 withzn the
firofiraphie arm of 'a /mit of local yorernmeht and trans-
fers purl Or Ott ef1 8ruettia.rc8 to knelt Unit 'ir.ithOnt specify -
nq purp08e8 foe 81toltua;19noy spend the re re-

nuei8, 0401
(ii) the Gov'erno'r of the Slate notifies the S6cretary

hat the requicmeals of this sw&puayrivilb have been
met 1PY, it rex pect ro 810Ir 1(40-'8,

Mr n 1u ex 80 transferred shall be treated as the taxes of
lo,/ yoe,/no,4 (001.1 not 110 hrre8 01 110 cyan/ y

ye vermiben1).
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DI SS EN 11 NG VI ENV'S OF HON. .TA CK BIZOOK4,
CONCURI{b.:I) IN BY /ION. .10/IN MOSS

In exercising its new jurisdiction over this important legisfitdn
t he first three, t he Committee on Government Operations has, I c ..' :ve,
fulfilled its obligation to the House.in4 highly responsible nner.
The committee, ha4 had the benefit' of a wide variety of i rmation,

in making
y,ocal Fiscal

iprclYement over
on fundamental con-

una to support it.
concern over the effect

tative system of government.
ederal spending and borrowing.

ned by the willingness of its sup-
t glaring defects in their eagerneNs to

ogram.

practierq experience, expert
its recommendation for t
Assistance Act,. In sot

iniim and scholarly resear
eontinuation of the State

respects H.R. 133C)7 is an
_the current progran But my disagreement witl
copra revenue s firing is so basic, I am

My opposutt 1 is based mainly on a
revenue shar g is having on our reps

;1111 also c stribed by its impact o
Anil I s.e d isma yeti- and ishea
porter. overlook even its n
perptytuute this pernicious

A list: ErrFErr ON SYsTENt

Until tho enact n nt of the State and Local Fiscal Assistance Act in
Pc 7.2 the princip float those, who spend the taxpayers' money should
have the respo sibil it y of raising it was so firmly established as to be,
virtually umitiest ione.d. It is, after' all, merely an extension of the rally-

iry, -NO taxation wit hoot representation'" that pia \NI so large a
NH in establishing i he 200 years of 141d01WWICIVe We are now (plc_
brating.

It is't he representatives of the people. who vote to levy the city. state,
;Ind federal taxes people Twist pay. I 'nil] now, they have been account-
able for spending only the revenue they have raised. But,t he'$(1.05 bil-
lion handed out each year to state and local units of government,
t howdi revenue situ rill!, is spent by officials who have ve no responsibility
for collecl ins it. Snell a division of responsibility strikes a,,heavy Mow
at our form of r,roVerririient.

Revenue sharing also marks a fundamental departure, from Con-
gress' constitutionally assigned role of providinir for "the general wel-
fae of t lie, United States" 1 h rough its taxing power. That used to mean
that money appropriated from the national Treasury was used in pur-
suit of nut Mimi goals and policies. But Congress is now using its power
of the purse to provide for the collection of garbage in one city, the
payment of policemen in another, and the construction of a swimming
pool in a third. I f.this were being done, as part of a national attack on
problems connected with waste management, law enforcement, or the
developin'ent of reerent Iona] facilities it would be in keeping with Con-
gress' responsibilities. But to be paying for them simply because offi-

(so)
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pia Is in those it e been given drawing rights on the U.S. Treas-
ury through reyerm\c, sharing is, a drastic distortion of our federal
system.

But I he gravest da 'iger to our f Mend syotte.tn I seen revenue sharing
lies IT the growing de endence of the cities on this aid. Ii the few short

only'
the fonds 'Hive .wen flowingl and at II time, when t tev amount to

only a small percents re of most cit i's: budgets, they lut..e already be:
come indispensable. if -ve can believe the local government officials who
have been besieging lie committee during its considerlution of
13367.. Even the sligh4st reduction in the funds, we were told, would
cripple their ability tO render vitally needed services.

( lit' the 1.,,:(11011( ii,cd to (mewling(' passage f revenue, sharing
in 197.2 'vas that it won] 1 rever-e the t rend toward cent hlized goven-
ment. I lativone,ti II here% es 1 11;11, a reading of I LIZ. 1:13Q7 should he a
sobering experience. It is an inescapable fact in government that lie
"1") Pilwr " h-; the nd sooner or later :),s,o00 local units
of government tit) percent of which "'lever had a -direct link with
Ivashinkg-t,,, I wfore re I cline !-.11aring will suddenly learn to their dis-
ma that those revenue sharin;r funds were not "free- after all.

one ho st ronglv in I he need for local go v.l.rnment I

and
he,

as strong and independent:Is po-sip 1 enti Onlv watch In sorrow and
wonderment II- ollici;11: n t coffin 111.11.1S St niggle and strain to;
t hi, Troia') 1 I orse e their city

\ f, I NIP,i("r

Ileyemll sharing .1,-; not. of thn t I,rnrrrallls thnl 11115 lielliellte(1
frolli it, WaMe. The idea of the federal government slitting,

it-. iche.- wit h t la, states andeities is very aitiaplitig, It might even' he
logical in pro-perous fillt when the fe eral government is run-

t timing a :.:1111)1114 10 the forespencilo ; it is proper to ask. what
nitor a 1 (10111:11 one veal. and here is lib prospect of it

revenue there o ,-1111re
The fact is .t lie federal government is

2(111(1l elli -1,1'11(1.111;4 Ihis oar. When revenue sharing \ as
enacted it was argued that the led,oral ,gnvernnient's more el cieut..
I;1.- colt) el inter ul,l1 Vinery ntSlde 1110 1)1()L, '11111 ill'11.1111(', but \\:4111t the
recipients of rivi.init, Ct)1111f 111,g on tins tl/ve federal
government's borrow ing caps* it t. latt states ittid tilost i.ities have
eon,...t ;tot ions or charters that Ill cut t 11 from going it,do debt. Not
so the federal government, The not im al debt, now st/nds at SOITle-
t111114r f)\ W1111011, :11111 \ (T.C111 :11101':), On of \'01111e
doll tilt Innnt t 1111115

it is t rm. tii4t rat bi I gIl rrnnle111 progintii- ills these Hines are also
titianced in part br borrowed fund,. kut it is also free the Congress
has 0 chance to examine I110-i' pro,grnins, weitrlt them against each other
and a,gaiti,-t the limited resolow. \ nilable. and decide how much to
allot to each one. Hitt this basic exercise (If IN authority is denied to
Con(rn,s when if c()I1WS In \ 1.1111,' slufitig. 197.2 a-ct committed
'nwrress to an outlay of 111',h) o% et?' five ears 11m1 If.R. 1:3367

would emu Mite that open dour policy at the Treastiry until October.
l9';d1, For 'ongress to lock up its lare,' dottiest ic spending program at

1;11 446 713 a "tie
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ofet,,e nee when I In! ((i-t (11' goVerletellt is einee,ing sesious emu \vniespread
ccm,r,erte isnot only eilejeitilieZI, but' itic!olerprehettsible. amondinent
to !LH. 1:;;i67 to brin revenue sharing into the reg-Ulitr appropriation
process will leave my vigorous support:

Meiasured :1;e-ainl. the promises :i4nel o::'pectations of 197'2, reVenue
sharing,-- has conre,uj> short in niatil i'vsfeevts. It has not increased eiti-
zenievvolvemnt in local atritirs. IJ1mS not strengthened or reojtalized
local government or made 'it more remorn\ye. It has not ineprovt,crcon-,
ditions ies. To a !great extent, ihkincntev leas siinply. disetp-
ilettred wit Nrrut a tl.*:tre,

- JI1Stead Of leo-tiring otit$0.(ili Killion indiscriminately to every stare
aft! lociel, jurisdiction we, should he using our severely limited funds
o eittacke*perific He-le:en problems.. Trtatle; he proper role ,for Congress.

_JACK BROOKS. "

JOHN E. Moss.

wr _

b
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SUPPLEMENTAL VIEWS OF HON. DANTE li.KFASCELL

I support the hill approved by the ccmmit tee and urge its adoption
by the House,'

The bill includes several important reform provisions intended to
help redress a rein her of defects found during the first years of oiler=
at ion of the generffl ffwenne sharing program. The inclusion of thee
reformsin such areas as greater equity in the distribution of funds,
increased opportunities lor citizen participation in the budgeting of
funds at the State and local levels. and strengthened protection of civil
rights in the use of funds is welcomed by those who have been work-.
ing to correct. the program's flaws.

At the same time, the bill does not tf Wilve all of the problems i n-
herent in the. general revenue shaing,program to date. These are
should receive, further attention as the bill proceeds through the I
halve process.

I am cancern,K1 abont-the committee's decisions on the duration of
the program and tlittlOpe of funding. The, bill proyides.for an entitle-

nt. over the nAt. 33/4, years at an annual rate of $6.65 billion. This'
iskonsiderably Pecs than the 53,4 -year extension sought by the Adminis-
tration, but it still does not satisfy those who feel that the program
should be subject, to the annual appropriation review of Con Tess.

A better approach would be to combine both concepts. the bill
should proviile for 33/i years of authorization and appropriation. with
animal reviews thereafter. The reviews should he conducted on a three-
yeti r forwprd basis, howevet.. so that each jurisdiction Would know
what it would be getting each year, long enough in advance to plan
intelligently for fin, wisest use of funds. Tinder such a system. $6.65
billiton could be authorized and appropriated by thp bill for each year
through Fiscal Year 1979, and starting in January, 1977. Congress
world begin the chnseeration of authorization and appropriation for
Fiscal Year 1980.'

Such a system would bring t he prolgram back undefi the ,,ormal
process and enable the :nithorization. ippropriatiat I budget-

ing committees to work their will. Thenext Congress c decide to
alm,ndon the program after Schtember :IQ, 1979, expand it. or main -
tnin it at the same level.

frs This approach is embodied in H.R. 19319, a bill which I introduced
on October 22, 1975. to implement reforms sought by a numb6r of pub-

, lie, interest, organizations based on exteNsi ve stndies Of the program.
Although this provisiein is not included in the committee bill. it does
contain major elements-of other reforms sought by my legislation."

The committ co bill's strong and specific provisions for citizen par-
ticipation will go _far toward eliminating ills in the use of funds at
the local levelyThe expanded anti-discrimination section will provide
new assurance that the rights of minorities, women, the hiandicapped

s-
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,84n . /
and the elderly will he protected. The lid) ids() jontains a Start tOWard
the modernization of State ami,loca I governm'ents. through the inclu-
sion of a Statement of policy On behalf of consolidations and other
steps that could increase the economy and efficiency of State lend local
governments. tizzi , P'

An important change is the formula revision which is a compromise
between the existing mechanism and the principles set oreli in 11.IZ,
10319. 'llo committee bill proyides for the distribution of iti.5 billion
under the existing formula, whin uses per capita jncome data as a
measure of need. The remaining $130 million would be distributed
under a revised formula using the percentage of the population below
tho poverty level:in each jurisdiction as the measure of need.

l'he effect of J.Ife, formula revision is to assure that each jurisdiction
will be "held harmless.' t(,) the amount it would receive by continued
use of the existing fornutla at an mina] rate of $6.3 billion (the
actual funding level during calendar 1076). Tints, no city or State ,
will lose fiords because of the for.mula change.

IhiriAg.t he committee's discussion; those who favoreklracsaripi,e exten- '"
, i. ,

sion of t he existing formula pointed out that under the revision sonic
jurisdictions would "lose" funds they would otherwise' receive under
the old formula at a $6.63 billion spentling level. It is important to
note, however, that such a 41(iss" is only theoretical, since the revenue
sharing program has never been funded at $6.(i3 billion for a full year:
The $6.6;) billion figure represents nn annualization of the funding;
level of the last six months of calendar 197(1. Since urisdictions have
nevee'actually received such a synn, they could not "lose- it 111141 the
formula change. more tuicurfile comparison would lie between the
$6.5 billion ;ulna) received in 1076 and the $0:65 billion to be received

4
during 1977 and future years under the committee .)1 ill I I ihill. '....i.:1 would
show all jurisdictions unharmed by the change, and ninny jurisdictious
gaining.

The ii4150 million to he distrilmted-rnilder the revised formula would
ho shared jonswetious which gain through use, of the poverty.. ,. .

standard. St.ndies have slown that povert v data is,a more acenrate re-
flection or need than per capita income, since many jurisdictions with
relatively high per capita.income levels actually have high needs for
services as well. The formula change would li'vii) city and poor Tural
areas NvitIthigh proport 4.4sof poverty.

W11.40 the provisioits (4MIL 13:;67 asrevised by the'committee make
important improvements in the program, I feel that Congress should
man tainflose oversight in the future so that'any.further reforms ran

"srie loptdd as needed. Hopefully, the committee bill' will lay the
gr( undwork for continuation of the general revenue sharing program
in.,a manner. t hat will 1110E4 the best interests of all Amerienns.

1)ANE" B. F.ksr.1,1..
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SE11)1,11ENT.11, VIEWS MIN S.
4 I;()sl.:Nill.\

)1;0 cuiIli;011 !Ward I ill'ull.rli0111 In committee'-i considera-
..

t ion of this hill.v:, tin need to reenact tin general re\ ernw iiniiiig
hill \\ 'oh \ iii1i;il.i i tl!inI}!rl. 1 fccl this is a sad commentary on the
le:L.:shut e Swiilv. after live Yeitr.-; of yxperi,lwe ill t II'

()vet. hill:id, In ,tat, nitl local governments. there
are 1111111yr()11--, 11'f:11(111(11f.- :111,1 (VIII! (00111 lit In:1(10

illIHI)Vogrn iii.
Iomtiiimitmk. I IC till i I ICI ill iy eitatiges.,

iimilernize and revitalizo'state
( ) h e is an aniHniltnent I introduced states to tale steps

lull miii government structures and
procedioe-.. This is discussed kilo \v,

hut \ Ili:au-lit 11.01)()-.11-; fell vietini
i Ile -41:Ind- oil" it:v.-sures. I iHH.(iirii.(H.0,..,.,off),(.111.A

c,( post.(1 hy the.
in tin wia iinItmouuting

r:1,1(.(1 in committee on it
17 2I v()1(,.

'ill, I 0,/0/ ii (/ .1 Itt it.

'Flip Ilm.(:111 of lbw that of 1110 nation'S
a.pl)r()\ nwric;m) and virl !I:illy all of

t h e &onto R.'s Ihil diens I a- uniV H L, million persons) (Vero iniss(11
ii-n,../11$' I iiit is in CH' 1;1.111.4 11 f Iwpcsfully

V. ill 'uin I ii st:Ite 10v:11A:iv:II .01' (h.:: mobil iii On. This
mininhiotit -iniply -1\ - that i 1,11(.,;. stmimijm rPsult in reliable figures.
In ionitler should I ncluded states population.

'the rens'ir-i. tend to lie those \vlio inal<c' great
II-, .. ti tilt. nit oil tinedneated. Illegal aliens
also cause It goat ill :lin on got yrnment lin:owes estimated at $18

in Vu!' 111 :1.1,11.1 Ird\ tax( cminninlif
-1.ill I i t tu liii t 11r/fiiH Ix, fault of liii 0\,11. It is only fi
that It counted?

This amp:dim ui \0,11:1,00t condone flm . vpres..tini.0 of
(mid it ill ii In iittii tt -/1:11.111""s 1.0111111k. It Wendy SettlS,' to

ht. pop.iilation lignres iHeil ill tin forinuIrt.
I hope the full I ItoH o ill recogiiHe i.bn nigmotv of this, imprioement.

I t lint' tiIt ioiiiinitt 1-lid adopt an :iniendinent I intro-
ilifted ttm (ii ourage thri modernizati(ni of stnh, and local 12:overti-
me:it:II strili tures.

ReV(11111, -1111.111;!: thlt ^111'110 hirt.2.14 111(11.1111M Of our
11411.111 tt.()VCI'llitt(t111.11 101(15 (If fOttiiuV intO Sttlits
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and local government..., Itch it doe. so without regard to their effect i've-
ness or efficiency, In (-00.11-M11A /11IrTH. wv :111, 11(011,01g 1110110V 000

VOSted Or -Iiappen ye! considerable
.

and we know t hat thene i..considerabledernbh,
leakage.

T us sect ioil of t he hill modest ,top towards correcting this situ
ati It sets as a goal t he preparation by states of a plan for modern -
izing 0.0d revitalizing' state and local :government. It requires each
state to-submit to the .Sedirotary of the 'Treasury a report annually on
the state's progress in achieving governmental reform and moderniza-
tion, and it establishes a iiiocedure fo.eaili state's modernization plan
to he developed and implemented. It also sets it broad series of non
cont royersial and Nonexclusive criteria as to what is meant by modern-
izat ion. 'There is no penalty connected with a state's failure to develop
and pursne a modernizat ion policy of her I lion a reporting of that fact
by the 'Treasury Secretary to t heCongress in art annual report on all
states re,ititlizitt ion efforts,

Hopes wore stong in 1972 that revenue sharing. as unrestricted
ght induce states to 1443, 111011re. and modernize their governments.
ere was Iitlle disagreertient (lien or-now over the need for such mod-

ernization. I Tn fortunately, these .hopes have not been realized. -'The
evidence shows virt un Ily no effort on t he part. of states, as a consequence
of revenue haring, to overhaul obsolete government structures,
strengthen management capacity or alter timerenOusted ways of de-
livering services.

Indeed general revenue sharing, according- to a comprehensive.
League -of Women Voters report. has had the opposite effect. By en,
couraging each local jurisdict on to "go it alone-, giving each govern-
ment its own allocation of funds, revenue sharing has encouraged the
fragmentation of political responsibilities and can be viewed as a,
throwback to earlier days ofexclusionory hhme rule.

Studies by (he GAO. Brookings Ins(itute and Ueagite of Women
Voters could uncover no si,,nilicant examples of revenue sharing funds
inspiring improved delivery of services or collection of revenues across
local government linos. Indeed the evidence is to the contrary. In
Rochester, Now york, rot eximipie.,(reirnd revenue sharinn payments
reportedly halted a 1110V010001 to disinelorporate several vilhiges which
were burdened by excessive taxes: re \''enue sharing funds also fur-
1 hered delays in ea rrynig out a city-county plan to unify police services
in the same metropolitan area.
- This sect ion of the hill is t he opportunity to correct one of the great-

est failings of Ile revenne sharing program. In enact ing grant -ui -aid
Irwrranis in the 19.-gs and tis. the Congrssierognized that the frag-

mentn( ion of governmentsmosed a threat to the effective deliver-y of
services. Several la w, Melt passed required region-wide sharing and
planning. and encouraged the establishment of regional. planning
bodies. This section ref the hill continues the momentum started then
and so urgently needed now in a I imejof increasing. local budget stress.
While it requires stales only to report ii:pon their modernization efforts,
raid imposes 00 ,-za 10'1 01S :Ig":111P-1 1rn1 rnealeit rr ate. , is an esse n
I in l ingredient of the revenue sharing. progr

BENJAMIN S. 'ROSEN

r
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One rf the purposes unleed, ti i proliipal justificationof Gen-
, eral Revenue Sharing \\ as to lu inr gM(.1.1irticlit closer h) the people.

Phis program wasitern lied in 1972 heiWo Congress and the American
people 'as the beginning of .nwri,:111 ivvotirtion--# peaceful
revolution in. whirl.' Power reined I);tek,, to the people,')
reeord'unamb:ignotisly 5110115, however, that far froth being a vehicle
for tile Hiatt ion of 'amyl.. General Reenne Sharing luis

etien further I he entrenched powe,r of local majorities. Five,
years and more than later. the political question, that,
goes Ic.) the heart of this program nanady, which people is this Intim_
mot It Federal I ransfer bringing. government closer heen 'an-
swered \\.:1)' that 011.-;alisl.noory tome.

Ever.v ,i,"-rr-r-di('IM-R. it idenrys dIvisitms 1)'t wool majorities
and ininorities.,-riful tl)e smaller, more liontogeneouslIti jurisc iction is,
the Itiore,..litZely majority trample on the rights oftlie mi-
no'rit feudal. of the majority group enjoy the readiest access to

,cjim-rsion-iii:11:01.s, get the lir.-t era,* at public funds, and are the first
jobs,' .\ s.ignilieant portion of the ',);).000('1115.1!.. to fill fwv..1\_(.10,1!,.,1

tnrisdietions Iltat \ revenue sharitrg fonds are snifill, and
their .past hinds has not emit radicle(' the experience
which drove t lers of,,A his count ry to insiitllle a lid] of Rights
to be enforced by the Li) t he tyranny of,
local majoril les.

'lite United ,`stales Iights 'oitimissioli, the National I'rhan
League, and otlit41. organiza! ions \\ have invAtigated the opera-
lion of' t General Re\ pro!. Sharmg have doeumein htynsands
upon,thousailds of cases \\ qich local governments have used. rpvenne

rst\f:,0111;_ fonds in \\ 1)(ylitioully vithwrable
-gt,)nus. Employment dis.r.1::,i1,at ion 11;1:-; lwelf .111P 111()St 1)11111011t

'There Ins been lilt le or no en hirceirienti f
Burl proisions I .%ct in the sreitS of.: the hiring of .

worl:ers, the paYtialit or in HIP 111:11141gV1111'111 of in)pron
p

nink)rirt v.e heel) re \\ tided with the lioo's'slitter o f ''ere
too' sliaritifr in yet nii(itrhr,\k-,,,. (iny Iwo of cov("qinv sluicing
fu.(1,..; i11 p.)75 \veld (1111,(Ily I ( licdr he poor and HT_ sred.

!he help of re \ elute .4harin,,, otally Incal'Lrovernineuts N'ere Hy
to prevent 111X 111,11.:Itieti or tiA reduce lox. InitidefiS. ('Fen states
do not even have incot'le f ha it expandinig municipal
serlioes to the poor, f his!4( ()non have subsidized middle.:
class ta \pti vers. Ilee.aiit lieu(' is \ irtoally no MIN' to liner how fonds
are _spent. loetil,;fovermnelos )allot' under fev..;ecatst runtts that :'night'
prevent them front entering.onl,.. to 11(11'1ln:tilt locn1 interests.

(ierternl Niirettile Shit elli!!is furl win for alluratiiig fowls
mit ton- \ (le, hit out I; int,. into ueemitii fully in its 11.10f1S111"0111011t, 6f

(87)
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publipublic

need citizois "-\\ lio have ve income, below the poverty level ruinc

placing a ceiling on the ann,wit qf funds whicli higcities arc ..

eligible for, has disiiminaled arnin.-t jurisdictions whih. are most
in need of Federal assis. ;Crier., The i!.terests a b1 u. citieti root lime
to be s3crib,c,1 while rm.. l.e.:s I, ,..}0:1",,,ive governm,otal units irre ,
rewarded.

At some point in 4 he not too distant future the Congress will have to
examine much more seriouly than it has up to now; the long-range
implications of programs such as G uGeneral Revenue S i ril .ing, which give
local governments such considerable discretion and w itch re(pkire so
little Federal oversight. Federal spending for social programs is being
terribly squeezed.; the c'urr'ent Budget Resolution provides no' real
groWth in most existing social programs and, given the incredible in-
crease in the Pentagon's budget authority. and the uncheckettgrowth
in ttcx subsidies, NVe will be locked into an ever-diminishing amount of
Federal Revenue available to address the'urgent social needs in the
country. The very authority of the Federal Government to safeguard
the motional welfare and to perform the leading role in promoting con
sI ructive social and econonitc change. is under severe attack. Giyenj his
situation, it is of lairammint importance Olaf the Federal Goern-
ment not shirk its very considerable vesponsibility not eml v in s sing

the procesS whereby funds all' distributed and used
1",, p ropose 11S a wa v. to examine t he lo.-term irn icat to r

ll4
is of f loner.

that social spending is adequate to meet the, needs of pe "44uta1)

Revenue Sharing, and the (moral] context of t nu s in social spending,
that a national commission be established to i -est igate the distribu-
tion of functions and responsibilities of t evels of government, to
examine alternat ive grant-in-aid, progra sas well as ways to overhaul
Federal, State, and local systems of tax' tion, and to recommend muh-%
needed re forms.

I voted to contimfe General Rev one Sharing with ()Teat reserva-
tions. To turn the Federal spigot'( T without hay g a workable alter-
native would do incaloulidde dal age to., our ities. As cities totter
dangerously on the brink-of insol \Tr 'V,.Fn .era) support must he con-
tinued until a way is found to irrupt -e upon revenue sharing. The
strong civil rights and citizen participate n sections in the new revenue
sharing hill reported by the Government Operai ions Committee, hope-
fully, will restore the necessary Federal role in ovm.seeing the program.

Joil N. ( 'ON VERS.



JE:\I v or II (9N. jolly L. 1 lcrox

I do not believe t hat gifts of federal funds to local governments in
t form of General Rpv,THI, shaving is the hest means of helping
local go \TI'llniellts, with their problems.

The separation Of taxing responsiiiility front spending authority is
poor lineal

j believe that local governments would be best served if the federal
governmeTrt would assume t he total costs of the various federal, state
and local welfare programs. Increased federal- assistance to local school
districts would also be helpful. Such steps by the. federal government
would free, up local revenues to finance other duties of local goVern-
ii,t, without the need for the general revenue sharing funds.

While I have some questions and concerns about the present revenue
sharing program, I. can support the hill its passed by the Committee
because Of the expanded and strengthened citizen participation and
civil righte,guttranteesoincluded. I am not in love, with the entitlement
approach to funding this program. As part of the overall bill reported
by the'( '<anmit tee, howoiver, I can support it.

.Ion Nr I. ficitroN,
(so)
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SUPPLEMENTAL VIEWS OE HON'. ROBERT F. DRINAN

, When the Intergovernmental Relations and Human Relations Sub-
committee egart-hearings on legislation to extend the State and Fiscal
Assistance Act of 1972 last September, I asserted the need for substan-
tial improvements in the areas of accountability, equitability?.citizen

" participation, and civil rights enforcement if the revenue sharing pro-
gram were to be extended. The enormous volume of testimony and
data received by the Subcommittee confirmed the existence of signifi-
cant flays, in the operation of the program and established the nekes-
sity fat" a legislative remedy. Throughout its deliberations on this
isstit., thConunittee has been subjected to intense pressure by lobby-
ists representing state and local officials to ignore these obvious defi-
ciencies and extend the general revenue sharing program without
change.

I am pleased that the Committee has successfully withstood that
challenge and reported out a good bill which extends revenue sharing
at, its current funding level for 3 and 3/4 yedrs while reducing or elimi-
nating some of the most serious shortcomings of the existing "Act.
J/F.R. 13307, which was approved by an overwhelming vote of a to :,
does not tamper with the fundamental premises of revenue sharing.
Indeed, by eliminating mandatory expenditure categories and other
cosmetic restrictions on the use of funds, the 'bill recognizes the fact
that revenue sharing is, in reality, a direct operating subsidy for state
and local governments, rather than a distinctive fund earmarked and
utilized for specific purposes.

'The Committee retained the complex formula through which anon
than 39,000 jurisdictions receive funds four times each -year and ,)re-
served the freedom exercised by those recipients in spending'revenue
sharing dollars. At the same time, the Committee took steps t6 ensure
that all citizens Would benefit from the revenue sharing program and
that local officials would be held accountable, to their constituents and
to Congress fOr the expenditure of 'revenue sharing funds.

,, ., (00)
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EQUITABILITY or LI,oAIoN

The Committee struggled repeatedly with the question of whether
the allocation formula arrived at somewhat /arbitrarily 4 years ago was
the most equitable means of distributing revenue sharing foods. While
all agreed that the formula is imperfect, no one could suggest an alter-
native which was clearly more equitable. Moreover, any formula alter-
ation which increased the entitlements of solne'recipients would !feces-
spray reduce the entitlements of others. For that reason, the Com-
mittee was reluctant to adopt major fornuda changes.

It is significant and rather disconcerting that once an allocation
formula in a program of this magnitude is adopted there is tremen-
dous resistance to alter it, even in the face of overwhelming evidence.
yor exampk*, the General Accounting 01E6, issued a report on
April 22,197G which sharply criticized the .20 percent per capita allo-
cation floor which automatically increases the entitlements of some
Mom jurisdictions at- 'the 'expense of more deserving recipients. The
unfairness and counterproductivity of the 20 percent floor was corrob-
orated by studies conducted by the Brookings I mititute and the Na-
tional Science Foundation. No rationale or justification for this
formula provision was ever offered, yet the Conunittee voted to retain
the floor without change.

The Committee also failed to address the problem of population"
undercounting as it applies to the comimtation of revenue sharing
entitlements.. Millions of American citizens and illegal aliens. not
included in the 1970 census, arc receiving public services provided by
state and local governments but are not taken into- account when
revenue sharing entitlements are, computed. As a result, communities
containing a large proportion of undercounted individuals receive less
revenue sharing funds 0114 ft per capita basis than they are entitled
to. The Committee narrowly defeated an amendmant to revise popu-
lation figures to flies., extent possible in order to incorporate those not
counted in the last census in the distribution of revenue sharing funds.
I hope that both of these formula issues will he considered on the
floor.

The Committee did make several formula changes which should
ultinuftely increase the fairness of the program. First, it adopted a
new eligibility, requirement designed to eliminate from the program
those. jurisdictions wh jell refer to themselves as "general purpose gov-
ernments" whijolactually performing only one public service: Tltiese
nonfunctionalr single purpose. units have been receiving a windfall
under the current Act at the expense of the legitimate general purpose
governments in the same area. The Committee bill will ensure that
the actual functions of government, rather than its designation,
will d- rrnine eligibility for revenue sharing funds.

92
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sec I chmtlge approved by I he S...loirrinit tee establishes an altec7,
native allocation formula to be used to distribute funds authorized,
by Congress for inclusion in a:supplemental pot of revenue, sharing
funds. substitute formula emphasizes tax effort to a greater--
eXtent than the present formula and replaces p11' capita, ineortjc.with
percent of population below the poverty I iia as an inclicato.6f.tiscal
capacity. It is not. clear whether this second formula, wilt` prove more
equitable or e.ven as veritable as the first. Indeed, t lie-Cmunit teee did

. not, specifically authorize 1111v funding for this separate title of the
bill. Yet, by establishing an alternat ivy formula, the Committee served
notice that it is not willing to accept the present distribnion of limds
as unalterable and that it \yin continue to welt it solution which best
responds to the needs of all stnte,and loon 1 governments.

IT1'1 /1.N l'1111.11 11'1'1'10N

V.ffective citizen involvement in the decision-inalcing prooess is
fundamental to the revenue sharing, concept. 1VItile. plc'' ed officials
must ultimately decide how reVertue sharing funds are to be spent,
all eiti,zens should he able to offer their suggestions itild to advise
their governments concerning the programs they think should he
funded in whole, or in part. out' of revenue sharing. Eared with a
record indicating that citizen' particjeNit ion in the expenditure of
revenue sharing hinds has been virliNly nil to date, the (.1onintittee
Adopted a series of ,important pro\ isle to ensure more effective
public input.

First. the Committee. added a requir !tient that recipient. govern-
ments hold it public hearing 011 1110 pl'Of )08(41 expenditure of revenue
sharing funds prior to sulanitor a Proposed l'so 'Report to the
()nice of Revenue Sharing. 1 "(Ker. the current, Act, local officials need
not consult. with or even inform citizens about the availability of
revenue, sharing Hinds before. reporting how they intend to use the
money. 'lite addition of this new hearing provision will have the

Ffil,t or enabling citizens to get involved in the issues about, the ex-
pendit neck of revenue shoring funds at 11 5ufticienl ly early stage in the
decision-n}111;.ing process to exert a meaningful impact.

The Committee also added it requirement that recipients 1101(1
heltrings prior to the adopt ion of their budget to consider the pro-

posed use of revenue sharing funds within the context of their over-
all spending plan. This requirement would b0 waived in the, case of
recipients which already hold S111'11 at hearing-. The most significant
aspect, ,of this pre-budget hearing is that citizens, for the. first time.
will Is' told how revenue sharing funds fit into the overall budget
and, consequently, ''kluit the actual fiscal input. of the revenue sharing
dollars will be.

While 11050 new hearing provisions are impottant, it is (dear that
the convening of at public hearing dues not necessarily mean t hat effee---
t ire citizen part ivipat ion has been achieved. Particillarly in the efts(' -

large municipal and ',tale :2a) arnilivilk. which 01",1,,,, on complex
!milt (1(4(11:11.1,1n1.,rot the rdinitry oil izo'n lacks the11cnowleclg0,

9
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the tinge, and the experti,e to offer substantial input. in these jiiris-
ilic1 ions, public hearings are insufficient to ensiire effective public
part icipat ioil. .1_ special vehicle, such as a Citizens .A.dvisory Com-
mittee appointed by t he ('hilt Exe,n(ivo ()flicer and representing tile
\ It1 inns hicehs or till' (..innollot v., is 01,11,11.:-;11(.11 citizens' groups have
been mandated by law ill a number of federal programs, including
Model (.ities and the ('ommunit les and 1 lousing 1)evelopment Act 'of
19;7). Advisory Committees tire inost necessary III a program such as,
revenue snaring Nvlieve local discretion in the expenditure of Federal
funds is virtually absolute. 1 hope that a provision requiring the estah-
1 klintent of Citizen .kdvisory t'onitnittees in the r,o states and the 540
of her jurkilict ions receiving. $1 million or more each year in revtntie
bariilg funds pan be added to 11.12, l',;:16,7 Ott ( he floor.

.(4(1UNT.1111,1TY

1 raving eliminated the priority expendit tire categories and other
rest Het nis on the use of revenue sharing funds, the ('orrimittee acted
t() -4 re gilien reporting requirementsireents and auditing standards in Order
to increase the accontitability of recipient governments in the expendi-
tnre of till' federal dollars. '1'110 GA() testified that existing reports
on the 1150 of revenue sharing fund; were Meaningless. 'Flip problem
was that by subs( it ut Mg revenue snarl tip. dollars for of hot' local tieve-
titles in certain budgetary areas. local governments could effectiN`ely

conceal the actual fiscal inpact of the revenue sharing funds.
The ('orninit tee folloNed t lie recommendations of t he GAt) in titeet-

iitg t his problem by inPreasiug t he specifieity of.reports owt he proposed
and actual use of revenue sharing hinds and by requiring such reports
to relate. t he expenditure of revenue sharing funds to the entii'e local
laidget. Moreover, till' ('oniiiiit tee stipulated ilat Actual Use Reports
111111 provi(h, an explanation of aii di frerp 1 nTs bet ween file actual use

of funds receiN ed and tim proposed le:e of such funds as reported 10
t lie Secretary. Under the existing Act, there need he no relationship
'whatsoever bet wept' how a reeipient saws it tends to 115e, reVelille shar-
ill! 1.1111(is 111111110W it (100S in fact expend the f111111S.

In the area of auditing-standards, the Committee expanded upon the
current requirement that recipients conduct annual audits in aceord-
;ince wit II t heir local laws and auditing practice'.:4. Till' Coitinttee
added the key requirement that such audits be conducted independent-
ly and 1 hat a fulit reports on t ill' expendit nil' of all public funds be made
available to the pulltli'. The Conlin roller General Wflti authorized to
evaluate compliance With the .new andit,ing provision. if the regtila-
t ions to be promulgated by till' Secret tiry of t hp Treasury to (tarry N,i.t
till,.; S0'ti1111 arrii111.01V 1'11(41 III(' Will of the C,ornmittee, local govern-
ments will la: n41161141 to 111001 a new standard of responsibility and ac-
countability for their expenditure of funds.

The c'oniiiiittee also provided for an annual comprehensive report by
the Secretary of the. Treasury to Congress on all aspects of t lie pro-
grain including the extent of 'citizen participation, compliance -with
civil rights provisions, the implementation of auditing standards, and
the net fiscitl iinPact, of revenue sharing 'funds. '1'hii report shoufil
greatly aid Congress in its oversight of the program and serve as an
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ineetiti to the (Mice of Revenue Sharing to enforce the firm sums
of the Act in a timely and forthright manlier.

NoNDIscittAII NATION

The provi-ion adopted by the Committee in the area of ('iv, I Rights
en forcemen1 is among the most important components of Ii 13:;67.
The Committee's hearing reeord lvas replete with evidene that,the
.Act's. nondiscrimination requirement, had cone virtually ienforeed
since the enactment of the State and Local Fiscal Assisttince Act of,
I!7.2.'( )vers (Alt hearings ot,t t he civil rights aspeets of reve sheen
held by the louse judiciary Subcommittee On Civil and ( onstituti( '1-
al 1(ights confirmed the need fct immediate and decisive Cction t(
the discriminatory use of eVenne funtls.,The cecommenda-
t tons of the Suboonunit toe ACerevontlimed in a. report 1551 ('(1 in Novem-
ber. 19n. t'ommittee relied lieavil. upoli the expert' se of its sister
subcommittee in judiciary in addressing the civil r rhts isstfe and
for 'mg Ow remedy contained in the Committee b I.

The mondiscrimitial ion provision, explained ill (let It elsewhere in
this report.o.is designed to provide for the. effective enforcernent of the'
prohibition on the discriiihnator`v nse of revenue, shiting funds Lon-
tained ill the existing Act. l'y establishing a set of compliance pro-
ce(bires re,-ulting in the !mandatory .suspension of reVetIlle, sharing
payments should proven disrimination persist; the Committee has
ensured I hut the laxity of the ()nice of Revenue. Sharing in enforcing
the notidiscriminatiwn retplirentent of the Act 5111111 not. be,petmitted.
to continue. Local governments will no longer be able to va(.e
rights (..nforcetnent throug.11 slick accounting devices in rep g the

of reVelille sharing fmnds. Individuals submitting complaints
alleging civil rights violations will no longer have to wait many
montlIS or eVell years before 1'0(1'1611g It reSp011Se- fOM th.@ 011iek. of
IZe%.enue Sharing. Re\ emu, sharing recipients will no longer
to continue'discriminntory practices without suffering the suspension
or' t heir l'eVe710e sharing flunk. lit toad, the federal govermiNnt. will
take steps to enforce the law and pmteet the civil riglYts of all.

I would have preferred a stronger notidiscrithinatioti provision
than that ultimately approved the ('on-intitt(4. Specifically, I fear
that the claw( permitting recipients to avoid civil rights oldiplittnee
proceeding, by proving that re\ enue sharing (IOlrars were not eX-
iwn(1(.(1 In the program in which the alleged discrimination occurred
Way Drove to l'e a IllajOr 1001)1101e. .As the ,KA() and other analysts
hay, reported. it is virtually impossible to identify revenue sharing
funds its such once they- ore commin(dud -with other local revenues
wit hin an overall budget. If that fact is recognize(' by the ()like of
Revenue Sharing in administering this section, the exception clause
will not linvp.0111(.11 impact. But. on the other hand, if the Adminis-
tration relies upon the assurances of loyal governments an(1
manipliluted account ing cle,ignat alle(Illate evidence t hat revenue
sharing funds were not spent in p:Irticillar program. civil rights
enforcement will cont lime to be ineffectual.

9 .)
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Seernid, the requirement I 'oat it recipient must be engaging in a
"pattern or 'mini ice of discrimination'' in order to be subject to en-
fon'emcnt proceeding's sets a different standard for eivil`rights
ions in t his Act than t hat .which appear's elsewhere in Federal law.
r is not clear. for example. how many acts or inst'anc'es of diserimina-

again-t one or. n ore individ Ila is 411.1St 14' committed by fOre
"pattern (0 printie Js said to exist. Should this. languagebr re-
tained on the floor, 1 arts hopeful that courts Will 3wtftiy interpret the
provt.sion IA! provide the broadest possible,praeetion to vietinis of
discriminat

Thi NI, t he Conunit tee 1)111 requi res. the,Seeret ry of t he Trvasury to
`hold a' preliminary hearing on allegermincompliance in the area of
civil rights at the request of it recipient governnient before taking am'.
act ion to defer the pavinot of revenue sharing funds, Other civil
rightS provisions of federal law invariably allow an administrator to
convene such a hearing at' his discretion, without. requiring that fie do
so. This pro,v.ision will tend to delay effective enforcement, of the pro-
hibit ion against discriminat ion by allowing recipient governments to
engage in Time-consuming bureaucratic procedures.

Despite these deficiencies, t he civil rights provision adopted by the
Committee is an excellent one which remedies the major deficienci4s

'winch have paralyzed civil rights en fofcerilent under the. Act. to date.
I loving participated in the oversight, hearings of the judiciary Sub-
committee on Civil and Cons( it in innal Rights as well as the hearings
of the Subcommittee On IntorgovernmentalRelattions and Thinia,n Re-
sources. I feel I h g.at the adoption of a strong eivil rights proviSion..is art
essential prerequisite to the complaints of the 'revenue slinging pro.
gram. 1, am pleased that the rommittee responded to the presmking need

change in this area by adopt ing a workable. legislative plan for the
effect ivy protection of civil rights under the revenue sharing program.

n'N1)15G M 1;1'1 N

The Committee 'Tent 4 considerable amount of time debating'
nal ivy met hods of funding t he revenue sharing program. 'I' re was
con!4.1( 10111 }de -01)1 10y,it ion to time con, initatlon of the preset fundiAmg
mechanism NV11 *It'll both authorized and appropriated flint s for the
program for a five year peritfd. 'I`hu .unlike virtnr111y at I 't)t her Federal
programs, revenue sharingg is exempt from the annual appropriations
process and from periodic review iw the IWdget Committee. Ender
this approach. which violates t he ordinary rules of the 'Luise, roventte
-haring H. ill t'tfect, uncontrolled spending. While the Department of
Defomz.i.. t he (Mice of 1141ticat ion, the Nat (:ancerInstitute and
nt het' essent 411 agencies have to stand in line enli year to compete with
other priorities to qectire appropriations. revenue sharing- flinch; 'It'l'
roof iljitpd to *now& 011 11' ood, uncontrolled basis. C'hairman
Cworge of. the Appropriations Conmrit tee and Budget Com-
timittee 'Chili 1'111011 I 1.0(.1: .k I:1 111S Ill'g0(1 f1 11 1111:1 1 review 'arid fl
t chi- would provide local 'governments with sufficient tune to plan
their expetulit lire; without congressional oversight and
list tl ro,punsibilit v.
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' liegret the Commit h.0 narrowly rejected the sugge-t ion for
annual forward funded appropriations anl instead settled upon a
third. funding deviceentitlements -------as an alleged compromise 1/1'-
I \Veen tIle IWO alit rnatiyes described above. mit it lenient pro-

. grams are aut horized by tlw I 3tulget Act, tltey art'. in ClIN't,
combined authorizat ion-appropriat ions which constitute urrcontrol-
101)10 spending. If entitlement, funding is ever justifiable. it i;-; only ill
t hose, programs such as social Security and veterans' benefits wiiere
the reeipiept has a, vested right to the aut horized funds. Such is not
the case Av7111 revenue sharing. I hope. t hitt the. I louse will ITC011S1(101'
this issue andsottle upon a inechimism for hunting-the revenue shaip,
prograirtNvhicli does not violate basic principles of account abi I it .1*
fiscal respom,ibility.,,,

COVEIIN311.:NT

I was pleasedthat the Committee aAlopted a provision to 011()111'11p'
states to deVe101) auinipre l nsire prIIIIS to 1111(1 IiI0I101'111Ze

and 100111 government. The strengthening o`f local gdvernment through
effective planning and regIO.IlaI COOperillioIl. NVati 0110 Of t he key oliiec-
tives ofa pioneering, iVN-enile sharing Intl introduced by C011grl's,:-.11.1l111
I Ienry Reiss and Senator 11111/ HI Humphrey well before t he cutlet
mem of trig St ate and Local -Fiscal Assistance Act of 1970. If revenue
sharing can provide au impetus for local governments to become more
efficient, providers of public service:4; the prOgr/1111 W111,1111N11 )11.11(le an
P11(1111'1 Ilg C0111 l'iblIt loll to our democratic system:Hie provision adopted
by the committee which emphasizes Planning and conuminicat ion
rather than actual structural clean es ill government. is-just, ti start in
this direct ion. Yetlt, ins anlini)ortrilit addition to the bill which slioult1
1w retained.],

CONct.1-:-;IP)N

In t lie wake of t he ('ornmit tee's prot ',acted del iberat ions'on t he pro-
posed extension of till' l'ONTIllIP SIMI111g program. continue to harho.r
(100)1s about, whether this isweally the best, Nva'v to spend in'ore than
$6.5 billion each year to meet t he needs of the American people. Per,c5
haps the finials Avoid(' be. better spent, ill init lilting a program of na-
tional health insurance or in felivit 1 assumption of sta,te wel fa IT' costs
or ill increased aid to local educnt,ion. Perhaps Americans would rather
receive these dollars hack directly. ill the form of reduced floderal taxes,
instead of t inning t hem ov r to state and local officials to spend they
see fit.

But it is apparent that, . ate and local governments throughout the
V./lite(' States have beeoine, dependent upon the cont Milo ion of t his
source of revenue beyond the ctid. of 197.(i. The abrupt teminat ion of
this program could lead some of our conmutitit ies to the brink of fiscal
disaster. The program has IllItilerotis flaws, 1)111,. t he committee has gone
a long NVIly toward supplying legislative remedies. I will continue to
fight for necessary changes ill the bill as descril)ed above. But,- if the,
revenue ,sharing program is to be continued. I believe it should go
forward substant 'ally ill the fOl'M provided for in II.R. 133-67.

ItonEirr F. I)inN.\'s.
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.11iZI'C, ('.111)1:--:S ('OLLINS, ANI) 110N.
I (1 I A 1 1 A 1:11 NGTON

At the tintric-up
of

I 1.1?.. 1:',:;67'. the Committee adopted an
amendment in he nature of a sithstit tile to Section lo of t bill. That
amnditiont revised the non-discrintimirion provision (Section 12-2) of
t he Stare and Local Fiscal Assist:111(.0_1 ct of 197. and added new

,Sections 12 1 and 15 which expalul the oPport unities for citizens to
protect t licit rights under the Act. 1 hit.ing the debate over this amend-
ment. a number of questions arose regarding the scope and moaning-
of t he revisions. To insure an inter ;reitit ion consistent with that lis-
etission ;I id the intent of the prop(Ments, we wish to add a few. words'

t I H' CoNtinittee repoct regarding these important provisions.
/,.!...!...1.0,,./i.,:cr;,,fination Pro viNion,

.1. Illicicifroilitel
;f4oct ion 1:22 of rile (lift Ia1i forbids discrimination oiraccount of

or nal jini] origin in any program or act ivity funded
hv :.dtared revenues vhich is conducted hy_a Slate government or unit
of local government. ['tide!. the Act, the Secretary is authorized to
tale appropriate administrative action to secure compliance (suspen-
sion. terminal ion.'or repayment of fIllnIS for tile Sect1011)
and to refer e,.11:',e to I he At tOrtIPV General for suit. I addition to such
referrals the Act also provides independent ant hol'ity. for the Attor-
ney General to initiate -pattern Or prae.(tre" stilts. Tile elirrellt statute
rives lu citizens a of action against the roiled Staiii.:4 or
a recipient g:oVertIlliellt for' violat ing Sect 1011

pie Committee received extensive testimony regarding- Section 1.2'2,
inc holing an oversight report from the Ilouse ('onitnittoe on the .1u-

Idiciary's Subcommittee on and ('oust it Mimi:11 I(ights.2 'Flu) evi-
dyne,. di.clo-,ed a nuMber of Aleticiencies ill the effectiveness of that
sect ion : I 1 ) t he -fungihility" of shared revenues rias permitted recipi-
ents to escape coverage designating the funds as having been itsed
in programs or aetivities where discrimination does not, exist. While
de-ignirting the Ilse of their own "frved-up" funds in iirograms or
activities which are discriminatory; (2) the (Vice, of Revenue Shar-
ing and the Secretary of the, Treasury have inadequately enforced the
ant i-di-crintinnt ion provision by :failing to process citizen complaints
efliiently. to condrict adequat'e compliance reviews, to monitor coin-

/..5. r, ritir of Chicago, 195 P. Supp, :329 (N.D. Ill.), aril 525 V. 2d 695 17th
, Hight., eprCl. of General Revenue Sharing, Nov. 1975, the findings of which

are lid-pled rind incorporated by reference.

(fl7)
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pliaiiee agreements, and to take any administrative action to suspend,
terminate, or seek repayment of fluids ( 3) I he Department of Jus-
tice has failed to meet. its responsibilities under the, Act, including- its
general authority to 'monitor the compliance, program of the Office of
Revenue Sharing; and (1) the private remedies under the Act are

insuilicient, especially the lack of a provision allowing the award of
at torney fees to prevailing private litigants and the lack of complain-
ant. involvement in complaint processing.

In light ofia this evidence, the Committee determined that. Section
122 should he aniended to strengthen the non-discrimination provi-
sions,' Tire purposes of the revision are to impriive enforcement at the
Federal level, to provide better ccibrdinat ion among federal, state, and
local civil rights agencies, to insure. that recipients will not be subject
to conflicting- ell 101-CONICI1t, Standard:;, 11101 to itlereatie the participation
of citizen-complainants in the enfoorement process. With these, goals
in mind, the Commitee adoPted the following changes in Section 12.

1 mendm(;,o1,q

1. ,Scope of 8ccliom- --The present law prohibits discrimination on
the basis of rhet"; color, national origin, or sex in any pOgra111 or ac-
t ivity funded whole or in part by shared revenues. Tht,..revised
sect ion 'would add a2.e,(" handicapped status,' and religion as proscribed
grounds for e'xclusion.° Because, of the fungible nature of shared rev-

4filnee the passage of the Act, the Secretary has never suspended situ revenues for n
civil fights violation. Even when the Secretory lied evidence of such a violation In ('Menge,
'he still refused to suspend funds until ordered to do so by the federal court. SP,'
Cif,/ of Chicago, supra. The Secrelnry MI6 suspended funds for other violations of the Act.
811(11115n recipient's ffillure to file n Pinnned Use Report,

410 revising Seetioh 122 and adding Sections 124 and 125, the Committee nth-TU.41 art,
amendment offered by Mr. Drinan (as nuiended by Ms. Jordan) to Section 9 of 13597.
The final language tracks the Drinan Anfendment In relevant part.

This provision Is similar to the provisions of the Age Discriminntion Act of 1975. That
AO prohibits "tinreasonnble" age discrimination in programs and activities receiving
rodent' financial assistance, including revenue sharing funds. The Committee intends that
Its amendment to the Revenue Sharing Act he considered a separate and independent
statutory right that age discrimination not be practiced by governments receiving revenue
sharing funds. It is Important that the Cornmittee.nmendment be interpreted in this min-
Der. rather than bt, viewed strictly its an endorsement of the Congress' actions in the 1975
Age Dirtriminntlun Act. Unlike the 1975 Act, the Committee bill would prohibit age
discrimination In all netivilles or programs of revenue sharing recipients, rather than
merely in those progrnrns and activities receiving revenue sharing funds. As indicated
above, the Committee adopted this approach in its bill because of the serious problem of
the fungibility of funds. Also, unlike the 1975 Act, the CoMmittee measure establishes
more detailed and automatic suspension anti termination procedures, and does not delay
effectiveness of the provision until January 1, 1979. Because of these significant distine
lions. In terms of the broadness of the prohibition and the remedies provided, it Is impera-
tive that the Committee hill not be subject to a limited or narrow interpretntion based on
the 1975 Age Discrimination Act. Rather, the Committee bill and the 1975 legislation are
to be viewed nit independent yet complementary measures. Both seek to insure the elimina-
tion of unreasonable age discrimination which is federally financed, but they nevertheless
establish different approaches to the overall prohibition as well as to theolmforcemoutt
IllfChnnism. The Committee intends that through cooperation agreements (difihu',Sed here.
Matter) the various Departments responsible for enforcement under the two laws' will
coordinate, to the grentCht extent possible, those enforcement efforts.

"The Architectural Barriers Act of 1968 requires that all Federal buildings and feder
ally,assisted projects he barrierfree for purposes of achieving accessibility to OW linndr
napped. The Committee intends that its broadening of the nendiscriminntion prohibition
to protect the handicapped be similarly interpreted to forbid recipient governments from
eonstrueting buildings and other facilities which do not have special accommodations for
the handicapped.

"The revision specifies that the general prohibitions he interpreted In accordance with
cerium existing anti-discrimination laws so that unforrnIty is achieved, and that current
stnnilards at least are applied. See Grfoun v. Duke Power Ca., 401 U.S. 424 (1971) Lau r.
.Viehots, 414 U..S. 563 (197'4): /tins r. Cautreaux, 44 U.S.L.W. 4480 (U.S. April 20. 1976)
Hawkins r, Town of &haw, 461 F. 2d 1171 (5th Cir. 1972) ; Gregory v, Litton Systems,
"so., 472 F. 211 631 (9th ('ir. 1972) Brennan v. J. Al. Fields, Inc:, 488 F. 2d 443 (5th Cir.
197:11, err!, denied, 410 U.S. 881 (1074) ; U.S. c, City of Black 17ack, 508 F. 2d 1179 (86h
('ir. 1974), dirt. denied, 422 U.S. 1042 (1975) Harbison r. First Federal Nooloon and
Joan .1/otoriation of Itroward County. 455 F. 2d 818 (5th Cir, 1972) ; and Adams v. Rtrli-
ordeal', 480 F. 2d 1159 (1).C. Cir. 1975).
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(111111. t he 1140011thnollt remove,i t re-I Hello!, limit nig the 11011-
111-el'411111111t 1011 prov.i-ion to program, or act' \ it les "funded in Nvlio1(
or in pi rt' h shared revenue-. I 'niter tin amendment. it is
flint All ail ies of :1 ith shared rt.\

1.111.e. NVI1(111 11 IC1111ellt Intly
he ;11,1e t0 11('111011-4 rule, root 11111y t t he 1411-1111111(1011. I lint -hared rev-
Plow.- \vere not iHeil in t he program or act ivity in \\nch the allel.red
discriminat lnil occittired.lThe'llivi,,ied Sect Intl gives slid} It recipit.iit

oppf ttioily to ninke t hat ing. In of the fungil6lity
prohlem ntid t he --peein I danolir of decp,),11111 inherent in Ilre01111I.-
Illet for t he expendit lire of shared -11)('.iii" (ir
:1111 it t hi. except inn reytilies it "clear nod con vile:111;i: st mutant
of proof.

2. 1..,,f(o.fit'llicl1/ Ille(1111.0;s11). The eiirrciit roderill en
mcillent In the told (1i,-mtiutt of the Secretary of the Treiositry tun!

t he .ttorney Cioneral. Ill light of the 111'111111'r record dmons, rat
1111\\'.111.11irli(". to 1"01V.1,4' tlint (11'4(1'011(111 to SPC1111' the yields utuler

Sect ion 1. t ovi-ed section provides it liaire certain (.11forceim.nt
I I scel;:; to improve. coordination among FL.dernl. state,

Iona I I rights agencies.
) Secreta ry of t '1.1V/1-.11rY 1. The Ce1111'111 feat lire of I he, re1 i Sinn

hjeh 111101111111111 \dull the Svercl ivy \vitt
procc.c(lings hy ',ending Iippropriate not to the

14)n 1.0111111,vili!r re,ipirfltS. S11011 11(01111011111t,\VIII he triggereh 'HOPI' 0
I) Ilelt.11, 1'011(11'111 or -late court or iiihnittist ra-

t ii:_rency rti.t. tint 1,4. :Ind ()pi Irt twit N. to he heard. finding
ul 10I1 011 111111!, of MCC. loin!', 1111112:1011. sex. 1111(1011111
(will:ill. n21., or 11:111(HIppl'il : 81111 (2) \VIIVII
allot' Iilll(Tllin([ the I'erl!,le)11 all ()prowl unity to n (locluliont ;try

nal hes rill 11Ii11111 deterniinat ion of tionconipliiiticelitised nn
o \\iti invest ignt

. fter not ilicat ion. the recipient has 9(1 ilayi4 to end the di-icrimina-
t Inn hind lake \\*mover idlirnint lye steps art' incessary to coti,forin its
!wail ice,: to the In \\... If t he recipient ,I*.lic \ es it lins not violated S1'1'-
1.1(01.122. lt 1011V 111111(''!-1 11(1111'111g 011 t he Merit', t St'el'entry
1-1 1'01111111'd to init hit(' (hut not rieces-nril complete) dnys
of the reque-it: .t t hat hen ring the recipient any dif(.1ise

ii it ler laIv. including. I lie conk.tit ion dint the shared revenues ,
v, ere not ii-yd in the program or activity in Nvhich the alleged dis-
eriiiiiiint ion occurred.

iii :Hymne of the hearing on the Inuit., t he recipient nia.N. 111:41 111-
11111'-i 11 Pre11111111111 y 11e111111,11 he fort, 1111111111111111A rut i law judge when
he not ilicalion to t lie recipient is eased t -he Secetarv's initial de-

terminal ion (d. non-collipliance.9 Such It lientin;_r. must he

Met`ormIck, nn Fridence (19721 nt 794.
" ordionrliv the compinInnot or the other ngeney' tiring such fityllnes" to the ntton-

ttoo or the Seeretnrv. 1 n(ler the revision. however, the Seeretnry niso has an ntlirtnntive
ehl!,, It to uneover ilkeritnlontion flutlInizs tent ore publisitet) In law reporter. 'elm]
ioorrotl. 000,tomerq nn4 other tothilentIons and to heuln the complInnee provost; on his

1, Initiative If reelelent, have not be 1110 rifest lye [Into of those ttrootoltnoot,t. rorrrted
nleotolx footol to he discriminatory, the Secretary Is expected t.) hogin eotoplInnee

prii-eeditw. he oiiiirthar hirlolletIons of tholr non romplitmee .tntu.
when trlirgereol by n finding of n Pedyrni nr "trite court or ndmittiorntive

ni:eto v there I. no root for "itch n prelltninnry henrIntr heofinse the recipient hp,' nlrenfly
I eeti nft.r.10.1 opport Holly nil the merit..
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T 'rested vithin 3o days of the notification of non-compliance. and
1411.1 be completed %vithin t he 90 day "grace" period. If the recipient
dem, istrate,s that, it is likely to prevail on the merits at a subsequent
full fickring, the administrative judge is authorized to order a deferral
of a fuhd suspension tvhich would otherwise automatically occur .at

'the colAusion oft the 90 (Iayo if compliance, is not achieved.")
At the end of t he 90 days, the payment of shared revenues is auto-

maticallysuspended if a compliance. agreement has not been signed,
or if compliance itself has not been achieved, or if an administrative
judge has not entered an appropriate order." The suspension then
remains in effect for a period of 120 days, or 30 days after t he conclu-
sion of a hearing on the merits. Within I lint period of time, the Se'cre-
tary is obligated to make a final determination of compliance or non-
compliance. 1f insufficient evidence of non-compliance is presented to
the ,Secretary, then t he suspension- is lifted and fund payments resume.
If non - compliance is found, the funds are terminated, the Attorney
General is notified, and t Sevretary has the.addi.tional option of seek-
ing repayment of Federal Monies previously paid under the Act.12

fter_lerminitt inn, t he funds due t hat government would be returned
to the gelfernd treasury. Such government. could, of course, seek rein-
statement into t he prorain if it achieved full compliance with t he Act.

.(b) Attorney General : [rider present law, the Attorney General
authorized to irrithde legal act ion against any recipient 'which is en-
gaged in a "pattern or linnet ice" of discrimination in violation of t he
Act." That nut horit y is cent Mined under t he revision, The Attorney
Genernl is given express nut hority to seek suspension-, termination,.or
repayment, of shared revenues, allowing t he, Attorney General _to
achieve in court what t he Secretary may do ndminist rat ively."

Tlte amended sect ion t he Attorney General added responsibility
to monitor t he civil rights compliance nctivit ies of 1 he Office of Revenue
Sharing at Treasury. ("ruler Execut lye Order I t he Attorney Gen-
oral already exercises t hat authority° with respect to all other Federal
agencies truest dispense Federal fowls, including the prescription of
appropriate "standards and prqmdures regarding the implemlUitation
of title VI." Because Treasury has taken t he position- that revenue
sharing is not a title VI program, it is necessary to codify the print-

-rho prelimInnry ndministrntive henring Is nkin to a itulleial hearing for n preliminary
Injunction and the same standards for obtaining such prelimituiry releief tire to npply. See'
rhon, v Board of Examiners, 55 I,. 2t1 1107 (2d 102).

'I he ausp(mslon of fpnda npplies only in a local government which is the subject of
the notif)ention from the Secretnry. The puytnent of funds to other gOvernment's fire the
State or the State Itself remains unaffected

Vhethr repayment would he guiglit by the gocretnry would depend nn the fnets of
env)) rase. rmioubtedly rertn,vment would be appropri.ate where the violatioirgis pnrticularly
egregious or the recipient recnicit rant. In addition, Where the tnnney has Itiready been used
to Mind uu fncillty which for example, serves only one racialegroup or falls to prnyldo nde-
qua taanfrangements for the handicapped, n demand for repayment would be Justified if the
location or design of the structure could tint he appropriately altered.

The worth; "pattern nr practice' tire intended to have the slime menning each of the
three tinter+ they appear In the revised section and are "tint intended to be eanterie wordy
art " v. West Proehtre Tenth rorp. 437 F. 2t1 221. 227 (5th Cir. 13171),
ttibrnoing something more thnn an Isolnted or 'accidental instance of discriminatinu. the
"number of I yletimal actually turned away or discriminated ngaInst Is not determinative."
/bid Although a class actinn would always be n "pattorn practice," aotnething less than
a Haas suit Would II NO qualify.

Since the Secretary must suspend revenue slinring funds on the 45th day after the
Attorney General files a law suit. the remedy of suspension ordinarily will not Ice needell in
811(.11 IlthratIon. 1,1', however, a recipient ohtninn n prellroltinry InJunetion ngnInst HUNII1.1)-
slim within those 415 days. the Attorney Gencrn1 might Inter consider it appropriate to
seek suspension by moving to dissolve the injcinction
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ciples of Execill No Order 11761 for revenue sharingpurposes, 'I'llits,
the amended Sect ion 12,2 would require the Attorney General, ttntong -
other thing's, to approve compliance agreements for the purpose, of
insuring uniformily of Federal staivdards.'I'llis is intended to benefit
bolls complaicants and recipients,

The amended Section 122 miii:es additional provision for coordi-
nating t lie enforcement efforts of t he Secretary and jlie Attorney Gen-
eral. In the revised section, the Secretary is required to suspend pay-
ment, of shared revenues -15 days ii fte the filing (if it "pattern or priie-

suit by the Attorney General against. it recipient. 'Ile automatic
suspension operates whether or not the complaint specifically alleges
ari't a in of Section l2. The recipient, however, 111\:it's' has the

it. within the first, .15 days after filing,, to obtain a preliminary
iipm Lion against the suspension of funds by proving, by clear and
convir uj ig evidence, that the program or activity alleged to be dis-
criminato does not, utilize shared revenues. The Committee intends
that. this pi diminary determination, it' sought by a recipient, is to be
made exclusively by the court. The Secretillrys role under this:section
is purely ministerial.

Citizen remedif5s.-17fidvr the revenue sh aring. statute and other
ant idiscriminat ion laws, private cit izens or organizat ions representing
their interests, may sue the I T`iiited States or any recipient for using
shared revenues in a discriminatory fashion." Those rights are con-
tinued under the revised Section 122. A new Section 125 of rho Act
authorizes courts to award attorney fors in citizen law suits [mid au-
thorizes the Attorney General to intervene when it is a case of general
public importance.

As noted earlier. the hearing record also discloses, serious short-
comings at the Office of Revenue Sharing in processing complaints of
discrimination and monitoring eompliance. A, new section 124 would
correct, some of that maladministration by requiring the promulga-
tion offregulat ions requiring st riot time tables for complaint investigft-
ion and compliance. reviews. In addition. the Secretary, at least 15

s before the effective date Of any compliance agreement, would ho
rout ed to -forward a copy to the complainant, for examination. The
Secret it V W.0111(1 111:40 bP 1'0(11611'd to forward copies of compliance
reports withiu 15 days after receipt..

1. litter-ayeacy cooperation aareeineals.To achieve..greater effi-
ciency in en forc'ement. the bill requires the Secretary to enter into
cooperation agreements With appropriate, Federal, State. and local
agencies. ;.-4 licit agreements must detail the cooperative efforts to be

undertaken. including the sharing of resources and personnel. They
would also include procedures for notifying the Secretary whenever
findings of discrimination are made, or, in the case of the'Attorney
1;eneral, whenever a pat tern or practice suit is filed against, a recipient.
Before approving spelt agreements, the Secretary must be satisfied
that t he effective participation in such a cooperative arrangement,

Judicial re piew.---lf recipient is aggrieved by a final deter-
mination of the Secretary under Section 122. judicial reViewruay be
sought, pursuant to existing Section 1:13(c) of the Act. In accordance

01,an. (11seusitai of Sol.ttori 125, infra.

1J2
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with the settled rule in administrativeepractice, only final judgments
are appealable*
Section 12,1.. Citizen Com plaints and Compliance Review8

pal hearing record disclosed serious deficiencies in the procedures
.o f the. Office of lte:eoue SIlariiig for processing citizen complaints and
conducting compliance reviews. These deficiencies limbed to 'a whole
range of citizen complaint:-, not only those involving allegations of
discrimination. Similar deficiencies were uncovered respectilfg the
()RS' conart, of compliance reviews to insure that the provisions of
the Act are followed. A new section 124 would correct lunch- of this
maladministration by requiring the Secretary, by March 31, 1977, to
promulgate rules and regulations establishing procedures and time-
-tables to process citizen complaints.and undertake compliance reviews.
6.cel ion 125: Private Civil Actions

Under the present Act, both-Federal and state courts have recog-
nized the right of citizens to bring civil actions against the United
States or recipient governments to remedy violations of the statute.".
That right of action is continued under this bill." A new section 125
is ailded however to authorize the courts to award, attorney fees to
prevailing plaintiffs so that access to the courts is meaningful.18 In
Alyeska Pipeline ,Servie, Corp. v.' The Wilderness AS'oeiety, 421 U.S.
240 (1975), the Supreme Court held that counsel fees cannot drdirfarily
he awatgled without ext ress congressional authorization. Therefore if
citizens are to recover their attorney fees, this sectiou is essential."

It is extSeeted that the court, will apply'the attorney fee provision
in accordance -with applivable, Supreme Court and lower federal vault
standards. See. Newman v. Piggic Park Enterp.i8es, Inc, 390 L.S. 400
(11)68) ; Bradley v. School'Board of the Oil!, of Richmond, 416 17.5.
696 (1974) ; Parham v. South westcrn Bell Telephone Co. 133 F.2d
421 (5th ('i.r. 1970) ; Lea v. Cmu, Mills Corp., 438 F.211 86 (4th Cir.
1971) ; and A spirit of !felt' York, 19w. v. Board of Education of the
0 it y of Nem York, (15-F.R.1). 541 (S.D.N.Y. 1975).

Furthermore, Section 125 would authorize, the Attorney General,
as a matter of right, to intervene in any private action brought, "to
enforce: compliance with any, provision of this Act." See 42 U.S.C.
2000h-2; .Cpang/tr v. Unifitd Stales, 415 F.2d. 1242 (9th ('ir. 1969).

see, e c.. Mathews v. Masora, 336 F. Seipp. 201 (N. D. On. 1073) ; v. City of
Chirac°, :001 P. Sapp. 320 (N.D. III.). aff'd 525 P. 2d 605 (7th ('Ir. 1075) : Markel; v.
Meltonald. 235 Ark. 078, 504 S.W. 2d 72(1 (Ark. Sup. Ct. 1074) ; l'eretirh v. McClintock,
- Mont. --. 526 P. 2(1 090 (Mont. Sup. ('t. 1974) ; Schreiber v. Lugar, 518 F. 2t1 1000
i 7th ('Ir. 1975). To the extent the Schreiber case bare private suits In Federal court' for
Jutltalictional reasons, it is disapproved.

'' During consideration of 11.11. 13367, the Committee struck 115 snperfluous and unneces
nary language regarding "standing" and "relief" in private civil actions. Courts already
recognize the right of cltizeas to sue for violations of the Act and to obtain appropriate
relief, including suspension, termination, or repayment of funds. U.S. v. City of Chicago.
.supro. The Commitiee aim) struck language requiring the exhaustion of administrative
renteftles before private suits can be brought,

.11 Allowing attorney fees only to prevailing plaintiffs tracks certain provisions of existing
law. See 15 U.S.C. 15; 29 U.S.C. 216(h) ; 45 U.S.C, 153(p); 47 U.S,C. 206: 49 U.S.C.
16(2) U.S.C. 1964(c).

In Since the United States will undoubtedly be s defendant from time to time, the provi-
sion for counsel fees Is Intended as specific authorization for such fees 'within the meaning
of 28 U.S.C. 2412.
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Thu l(wripv must n.rt i f v that t he ea.. "is of general public
.

importance," t lie application must op tiny. y.
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DISSENTING VIEWS Of' LION. GLENN ENGLISH

In the months that the State and LocalFiscal Assistance Act Amend-
ments have been considered by t he Government Operations Conpnit-
tee, repeated efforts have surfaced -to employ t he revenue-sharing con-
cept as the vehicle for a%ya riot y of regulations and restrictions on the
independence of local governing units.

The original concept of revenue sharing was liasell on the reason-
able belief that state and local governments, which are much closer
to the cit i-gens than t federal bureaucracy, multi better decide how,
to utilise tax revenues most Nvisely.

There is no justification whatsoever for the, federal strings whii.h
arc now attached to revenue sharingstrings which can only lead tp
greater federal intewent ion in local affairs, and greater local depend-
ence on the federal bureaucracy.

I have watched Wit h growing alarm as amendment, a fter amend-
nwnt wits adclecl to the State and Local Fiscal Assistance -Act.

The Committee's bill, as reported, broadens the federal role in local
governments through a stiffer nondiscrimination section, a complex
set of cit izen part icipaiion guidelinesond by a far more. comprehensi ve
audit; procedure.

But these amendments, while extremely disturbing in their'implica-
t ions for tile idograin. do not begin to offer the threat to smaller' juris-
dictions wllicll is 11111/licit in Section 9, the Rosenthal Amendment.

This measure, in the words of its proponents, "sets as a goal the
preparation . . . of a plan for modernizing and revitalizing state
arid local government- . . . (and) rjquires each state to- submit . . .

it rtport annually on the state's progress . . Its sponsors 'further
describe it as "an import ant firq step" towards increased centralization
of governments.

In this ampruhnent lire t he threat of extinction for every small mu-
nicipal government in Anierica. Although the Rosenthal Amendment
does not, require immediate dismiint ling of small town governments,
it clearly sets consolidation and "efficiency" as a: federal grin I.

It is incomprehensible to me that this Committee or this Congress
might accept such a policy--especially as a section of the revenue
sharing program.

liave fun 11, in the ability of the rilir,ens of local jurisdictions to
elect a representat lye .goternment which will use the federal funds it.
receives in ft manner which benefits the community as a whole, But
instead of strengthening local government, the'many amendments at-
tached to the State and Local Fiscal Assistance Act by Elie Committee's
bill would lir:ow the door wide open for federal domination of smaller
communities.

I believe that H.R. 13367 as reported negates the trust which the'
Congrps quite properly placed in local governments. Its effect upon
these small governments would be so far-reaching, and so dangerous,
that I firmly believe it should not be passed in its present form.

GCENN ENGLISH.
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ADDITIONAL VIEWS OF ELVOTT IL LEV ITAS
(CONCURRED IN IVY HON. L. 11.FONTA IN, 110N. DON
FUQUA, HON. ItICHARDSON PREYER 110N. FRANK
MORTON, HON. JOHN N. ERLENBORN, HON. CLARENCE
J. BROWN, HON. I'M T1. N. .McCLOSK EY, JR., 110N. 'SAM
STEIGER, HON. GARR-Y. BROWN, HON. CHARLES
TI IONE, ZION. ALAN STEELMA N, 110N. EDWIN B.

'FORSYTHE, HON. III /BERT ASEN, JR., '.1.ND HON.
WILLIS D. CIRAD160N, JR.)
We support the continuation of the State and Local Fiscal Assist-

ance Act, better known as the "General Revenue Sharing" program.
The bill epored by this Committee makes-many significant improve-
ments in the program in the'areas of citizen participation, e.porting
requirethents and eliminating "discrimination. We have done away
with the restrictive categories in which revenue sharingfunds had to
be spent and, by doing so, have more f.ully implemented the concept
on which revenue sharing is based, that is, letting State and local
elected officials, \vim are close to the people, have the decision-making
powerto determine the most- effective means for meeting their own
community needs(which they know best.

Unfortunately, this Committee, has, in one most significant in
ance, taken a giant step backwards. We refer to the amendment

offered by Congressman Rosenthal which was adopted, on reconsidera-
tion, by a one vote margin in Committee and which we strongly oppose.
It now apears in the bill as Section 9. An amendment will be offered
on the floor to strike it.

The amendment requires that each State government prepare and
develop a "master plan" and "timetable" for "modernizing- and "re-
vitalizing" State and local governments. It furth spells i4m the cri-
teria which the States may use in developing their master plan. and
requires the subcommission by theScretary of Treasury of :inqual re-
ports to Congress on their progress,in meeting these goals. Tlie criteria
include, but are not limited to:

Easing the restrictions on the borrowing and taxing powers of local
' governments;

Liberalizing municipal annexation of unincorporated areas;
Authorizing city-council consolidation or transfers of specified func-

tions between municipalities and counties;
Authorizing municipalities to exercise extraterritorial planning,

zoning and subdivision control over unincorporated areas not subject
to effective county control;

Developing minimum State standards for services at the State and
local level; and

Reducing the number of local governments too Small to prcivide
efficient adminisaqion possessing inadequate fiscal resources.

(105)
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The Rosenthal ciiiic'ucliacc nt is a It-de:OM:4 How In the whole CUR-
-rept of it federal sstvin of government. It is rlectrl.k the. first step at

kitting some bureaucrat in Witshingtoic imPose his ideas of hoodern"
and -revitalized", local and ,'..ititte government on the 50 States'and thee`
:;7.(1h0 lwal'govermuents`ncross the nett ion.

The amendment. IS (10SCI'W11 IIS in flat .11,44 pro-

ponents further call it ". . . an important first step," A first step is
'necessarily followed by a seeOnd step, and then mere steps until we
reach it junction in the road which this Committee, in reporting e-
en,atment cif general reenue'shaing, never intended to fpllow. In
this "first" step we are'whnonishiny the state and local governments.
1Vill Our next step he to reptirp them, and then to ramivister a od-
ecnizat ion and revitalization plan stamped out by 1VaShington Will
the, distribution of revenue sharing funds be, tied to the efforts f State
and local governments to comply with the master plan?

Js-the federal government:itself, after all, the model of efliciencv
nixei mod,riliza.ron that we awe asking of State and local.* eKiments
through this amendment? Perluii'is we should apply the riteria Aet
forth in the Rosenthal amendment to ourselves first .be for we point it
finger, albeit advisory, at, our State and IQeal government,. "Physician,
Ilea I t hysel f" ft 4.Some of the criteria s t forth in this amendment, 'sti/li as unprov
ing local tax bases. atoll() izing intergovevriumental root Nets, etc., roar
be worthy of considerati II nod desirable ends in and/ of themselves.
Iimvev-vr, each 'of those frilly be desirable, only if i h itiated by the
State and local government in t his (quint ev vhat is n improvement
for them in modernizing their governmental structiue. If the 6"on-
stittients of those State and local jurisdictions don't like the way
things are run.,let I loot send I he message.
. 'Illy general -revelpte",-;Ilaring program is not the proper vehicle to
implant every mcodwi,.; ideas of what is imigioyed lo:11 government.
In April, fast year, the ( ;orient] Accounting Office issued n report
which concluded that I he. g.enern I revenue sharing program was mIt.
the vehicle to bt,ing about or even encourage "modernization" of lo-
cal golcionents. I ii the appendix to I hot. IIA() report. entitled "Rev-
em., Sharing and Local (;overnoleor 'Modernization," T)aniel J. I'7,]d-
ear of the ("enter for t he St ild-y of Federalism' at '1'emple Universit y
Mates:

... it %vould.be hot h in fosilile and inappropriate to linen('
the Revenue Slinrino- Act to provide inilliceinents for nwile-rn-
:izat ion. In part, this is ber:iii-e it is unclear precisely- Yvhat
modernizal ion involve-, these dais. Beyond I lilit,the political
and adininist rat ivy, pohleins of esiabli-liinu- ii single feder-
ally enforceable pattern are onornioivi nod likely to he collo-
it.1.-Prnduot *Ivo. Moreover, the value judgments that, must he
!Halle before snob a Hint could be,tnarted into Legislation are
very ;_runt. indeed. One of the great values of fedeillism is the
possibility, it offers for diversity and experimentation. Both
exist in great measure in the f'nited States today and any
actions that might reduce either deserv,, long and careful
consider:0*mq. Finally, congressional act ioti to attach serious
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conditions I o general rvt'clita, :-tandards
l.a,railical depart wire from the original promises of the rev-,
cline sharing idea .and would changeI he character of revenue
,-haring beyond recognit ion.

Our system of government is federal val. The shifts and
their subdivisions are part of that spt eni. This Rosenthal aniendment
clrats a now, course in Ike federal- state- local - relationship. If the
Rosenthal amendnient is not deleted, we ill'underinnie the entire
rOnsfitutiOnid concept of federalism. The Rosenthal amendment is
at best a dangerous precedent.

Sonie local goveinmental structures have been in e' longet'
than even our frdetil structure: Many df them operate With a level
of representation and it record of achievements deserving of our envy."
Vet the Rosenthal amendinont suggests that these governMents adopt
new ways Of handling community needs., even though they may have
been successfully dealt with for generations.

Wn believe iii the. precepts on Which general reentte sharing is
based. It is a straight forward approach which recognizes the ability
of elected State and local government officials to identf i nd resolve
their own problems, IL restores tax f.;x revenues to local o 1§, and ex-
presses our confidence in their ability to use these funds wisely. The
Rosenthal amendmtuit ruts into the trust 't affirmed in local
officials and jeopardizes the basil, concept of general revenue sharing..

:rho costof developing a master plan aml the subsequent implemen-
tal ion of it, dilutes the purpose of thSse funds for communitvserv-
ices and could in the long.run exceed he amount, of total federal ,
(1.11,t, derived, in addition to the lea threat it poses to our Con-
stitutional federal system of government.

By adopt ing an amendment to delete Section 9. (he-House of Repre-
sentatives 'will reaffirm its belief in the federal system and its support
of the coiwept behind general fevenue sharing. The &liars that State
and local governments'ould rNcive (mild not he worth the cost of
converting our Slates' into provinces and pur local gnv,prnments into
administrative precinc,.ts-moldedland run hv a powerful central gov-
ernment in 1Vashingt on. That. would be the end of our feChFral system.

Et.r,torr,1 1.1 a:vn'As.,
IT FOI*NTA IN.

1.)()N

Jticri,kansoN
FHA N N I r( )wro
Jon N ERI .NBol:N.
CLARENcE ,r,
l'Art, N. .'.11(-Cro4arY, Jr.

, SA %i Syriatat. ,

(TARRY BROWN.
ClIARI4ES THONE.
Ar,.1N ' S'rE,EI.At A N.

-1,',DwiN 13. FonsrITTE.
ROBERT IV: KASTEN, Jr.

,ClitArusoN,..
-
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",ADDITIONAL VIEWS- OF I ION. FRANK: 1 IORTQN, ION:
JOHN N. Et1LENBORN, HONit JOHN V. "WYDLER,
CLARENCE- J. IHIOWN,IION. PAL.71.,k, McCLOSKEY,
ZION. sTKIGEtt, HON, CHARLES,THONE, HON. ALAN
STEELMAN, HON. JOEL I'RITCIIARI), 410N. EDWIN 13:
FORSYTHE, R(A3ERT W. KASTEN, JR., HON. WILLIS IA

OrRADISON, JR., AND IION.GARRY BROWN

When the Sate and-Loral Fiscal Assistance Act of 107:2 was .Sigiced
into'4,aw government" officials from towns, cities, counties, erni-Stictk
her lded it's enactment as the most significant change in Pedei.al-State-

,roc 1 relations since the beginning of the New petd..t.
...

.

uring the nearly five years of the ,prograin, $30.2 billion has been
d tributedto4,39,009 units.of government. The4unds Truffle availalk
rider this program, :with a nunimuniof restriction, have reduced the

increasing pressure on State.ancl local governments' budgets..
Timsday, May,4,..191741, the Full Government Operations Cdm-

mittee approveth a bill to extend this program:lor 33/4 vars. The pro-
. Posal contains %erne, e,z;eellent provisions including an entitlement

-mechiinism fol.. funding revenue sharing ,and a lOng-triu.authoriza-
hart of 3374 years.

.However, .the bill also includes some provisions wlich.tire alien to-
the concept of General Revenne Sharing ;,burdelisome in the reghire-
ments they impose on Mate and local governments; add contrary to

1 4 the structure of a Fe,,le rtil system, of government.
nie Rosenthal dznenTharnt

Central to the purposet of eilertil Revenue Sharing,-is the goal of
prOvif lig fiscal assistance to State and 4cal government, without the
enotunbNincescrf traditional etttegoricaT assistance. One amendment

'approved by Committee ,would add- a restriction which, will in-
evitabl§ fetid to a conversignof revenue sharing into a

f -nightmare. This is, Rosenthal "Modernization of GOrer11111,011t
\mendment.'

The Rosenthal Amendment v uld have each State government, pre-
,pare and develop a master plan lid timetable 'kir modernizing State
and local government. But tic ma ter plan. is tube designed according
to Washington goal-defined goa as outlined in the subsections7;(c) (d)
and of the amendment.

The Rosenthal Amendment also directs the 'Govern° 'of each State
submit the proposed master plan to the State le slature, and to-

the chief executive officer and 4egMative body of e -11 county govern-..
'moat, township government And other units al governments. '

The responses, of these. government's aro to e compiled and sub-,
nutted to the Sayetary oft1m,.Treasury on ttti annual basis who' in turn
is supposed,,t4,!fffibniit ifittinntial "progress" report to the:Congress.

This bureaucratic red tape at its worst'. The number of reports
(105)
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o .. -.
genprated by tin. Rosenthal Amendment will place ilt 4116011111 14111.411S'

. ou all levels of government WITItorT pnv demonstyable benefit.
The staurlatds for modernization established in the amendment in-

elude such laudable gira Is as "... substantially inipitly,ing the effective
nes:, economy and equity of State and local government." By what
Still dards are effectiveness, ecfmonty and equ4y measured'? The.stand-,
a ri Is. for the design of State and,ltaal governments irre the province of
their const it uen4s:-. . .

' We oppose the creat ion of another se 1 f-perpetuating Federal hue
.rettneracy to pass Judgment on these non-Federal concerns.

Reportinq yciptipement 8 ,

.
The reporting requirement s noW imposed on recipien1 governments.

-ot are a good example of how both the Subcommittee and the Full Com,
titittee have'Ioaded down the program with Tequirements without look-
.ing at the implications bf these requirements for the governments that
mu:4 administer the program.Reporting requirements for any pro-
gutrin shouhl be designed to meet the following needs

,

1. To inform. citizens of the expected arrival of revenue sharing
finals andt 0 prepare them to participate, if they so desire in the allo-

'1
cation of Mese resources; .

.,-

N2'. To in nirm the 'Freasuey and Congress of how eecipient ;govern-
mon t shave chosen to spend the money ; and .

. To provide sonle, basis for ascertaining whether'recipi6 ent govern-
.ments have allocated funds in yompii arfce with the lakv.

These three purposes strongly, suggest that the reporting require-
ments of the Bill represent the collection ofinformat ii'on for iifortna-
t ion's sake.

Specifically, it is not--necessarv.for Congress or the ,Treasury to col-.
lea Proposed Use Reports. Actual Use Reports are enhgli. Peoposed
Use Reports Sery C. the important purpose of preparing citizens for par-,

t icipat ion in-the local budget process, but beeause, of their tenuous na-
ture:, such.reports are of little use to the Federal ()Vials. .

.

I riless,,a compelling purpose can be identified, why should we
require Federal' employees to receive, read, and categorize .39,000
Plan ned I 'se -Report s ranging. in complexity from a few pap-,es, for
small localities, to ninny volume-S. for States and large cities and
counties. . c

The requirement, of the Bill to automatically send copes of the
Act ual- Ise Report to each of the aovertior's (Aces is another #cood
example of uniweessary reporting:;I'his provision assumes that. all

'.Governors wish to receive such reports and would do siaine'thing iise-
ful with these reports after they receive them. Such veports should be
0 vailable, lo Governors only upon request..

The Full. Committee, added. an additional 'and'.40-meaessary record
keeping provision that requires all 39,000 recipiengovernments to
identi& particular items in their budgets funded by rikvenue sharing.
The only useful purpose of this provision.is to put recipient govern-
ments on notice that they must strictly account for thdt xpenditure of
thesefund.g,.

This strict accou int nwgould assist recipient gOV011111011tR in counter-
. .ing tiondkeriminat ion suits by helping to meet the requirements of

clear and convincing evidence of the uses chosen for leVE411110, sharing

1 1 0
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... funds. Addingthit-s requirement to the hill. however. conflicts qh posi-
tions supposedly taken by both' the Subco mnittee and the Full Com-
mittee that revenue sharing funds are by heir very nature fungible.
Under this view, no amount of accounting % ill help to scparate.sharing
funds from other tax revenues. As a 'consequence, the requirement to
identify with,,great precision the use of revenue sharing funds will

'prove to be another example, of a meaningless Federalyequirement.
. Until now the reporting of proposed and actual use of revenue..

.haring funds was done at the time recipient governments received
notice from Treasury of the'arri \d of funds. This allocation of funds
could occur at anyq,ime in a local gcrcrnment's fiscal year. The bill,
as written, would tie, reporting and citizen participation requirements
to the local budget, process. Local governments mnst allocate revenue
sharing funds at the,,same 'time they allocate their own resources.
While, this objective is laudable, the proponents of this change !'rave
failed to account for the fact that 94 percent (see Exhibit I) of the
lo.a,1 governments of this country have budget cycles different from
that of the Federal government. ,

I7n ess over ;3;I.000 recipiht, goyernments,change their fiscal cycles
to cor spond with the Fedswa 1 fiscal year, which is neither reasonable
nor de, irable, it will not be mssililo for these. governments to comply
in gooc faith with this firovi Jon. .,.

If th recmirement is n t changed, these governments will have
to iCsor to accounting. t 'cks and gimmicks to meet the letter of the
law. 'rhi. result flies in tfie face of the Committee's intent to improve
meaning n1 citizen participation, planning and accountability for: the
use of revenue sharing funds. ,1-,

/
,..

EXHIBIT I

SUMMARY OF LOCAL GOVERNMENT FISCAL YEARS

Fiscal year ending:
tan. 31
Feb. 29
Mar, 31
Apr.30
May 31
lune 30

,Sept. 30
-Nov. 30
Dec. 31

Total

Number of Percent of
goyerneols total

14
I, 034 2. 7
7, 114 19. I
I, 267 3. 3

6118 1.6
, 6, 885 18. 5

2,252 6.0
102 .2

17, 993 48.3

37, 279 99.7

Note: Main point --94 percent of all cal Rove ments ha
oral Gnyernment. 85 percent of all local govornme have.
Dec. 31.

Source: Bureau of Census.

ye fisca ears ending at a date diffetenl from that of the Fed-,
scat ye rs ending at I of the following d'ales: Mar. 31, June 30,

17' gltiernie71/8

The Committee bill requires' an audit of the entire recipient goy-
ermnent's finances rather than just those pro 'rants funded in whole or
in part, by revenue sharing. Few major local governments condifet
audits of all their finances each year. tEatl programs are audited on
alliree or four year cycle. To require that a major city like New York
or Chicago completely audit, all of its finance royearly would be an ex-,
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pensive proposition requiring t ivinendous audit staffs producing, thick
documents that may hardly change much front yearto year.'

The Committee has not focused on %%inn is to 1)e (lone with this audit
information. Clearly, this iequirement will yield nmeh more than is

necosury to determine compliance with provisions of the Act. This
Xtra informal ion is 'compiled at groat cost which will SVI'VC 110 pur-

pose except. to increase the burden of Federal pttpework.
The Cominittee Bill requires that these financial audits be in ac-

cordance with generally accepted auditing. standards. 'set. it is not at.
all clear that, such standards exist in operational form for State and
hwal governments.

Proponents of these audit standards argue that such audits will
Ibrevent, local governments from, bankruptcy similar to that belell
New York City. The proponents fail to address the fact that lona

. reports usually fail to confront the really important questions that
pertain to the fiscal solvency of State and local government. There are
many different ways to estimate revenues -abet expenses. Playing with
these techniques is the way some State and local governments bring
their budgets into "balance." Audit reports tend not to focus on the
important quest ions of tdiet Ve a budget is act int l ly Inbalance. whether
est imating techniques are valid, and whether the steps necesrtry to
in.hie or maintain balance Of revenues and _expenses have been taken
On Ili() contrw.y. audit reports tend to focus only on whether funds
have been expended in the manner appropriated. As a consequence. the
important information promised by the author of this amendment.
may ,never materiid ize.
NondiNcrimination, pPoyisians

Since. the early 1900's, the Congress has epAtedly enacted civil
rights legislation designed to bring the full power of Fqderal enforce-
ment mechanisms to hear on guaranteeing constitutionally protected
rights for all AMerictin citizens. Beginning with the historic Civil
Rights Act of 1964, the Congress -has, reaffirmed its ,commitment to
strong civil rights enforc'ement through the Public Accommodations
Act, the Equal Employment Act and the Voting Rights Act.

When Markup of the Generat Revenue Sharing extension proposals
began in earnest early in 1976, a bipartisan effort was started to pro-
vide an improved nondiscrimination provision commensurate with the
scope of the General Revenue Sharing program. Legitimate criticism
had been lodged against the Office, of Revenue Sharing for its lack of
'initiative in enforcing the nondiscrimination provision of the existing

The basic goal of the Subcommittee was to "send the Office, a Reve-
rnro a message" that effective civil rights enforcement was a
principal goal of the Congress in its extension of the revenue sharing
program.

The provisions which emerged from the Subcommittee on Intergov-
ernmental Relations and Human Resources were extremely compre-
hensive in that they extended the nondiscrimination protections to all
activities of local government unless-it could be proved by clear and
convincing evidence that revenue sharing funds were not used in the
activity where the discrimination was alleged.
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The provision contained procedural safeguards for recipient gov-
ernments but simultaneously removed di,scretion ,from the Office of.
Revenue Sharing on the timing and degree of fund suspension and/or
termination.

When the Full Committee on Government Operations met on May
(. 1976 an alternative was approved that eliminated many of the pro-
cedurai safeguards in the Subcommittee provisions.

Principal among these modifications is a provision permitting the
'suspension of revenue sharing funds on the basis of the Ming of a civil
action alleging discrimination on the part of a recipientg vernment by
the Attorney General of the United States WHETH OR NO'1
THE USE OF REVENUE SHARING FUNDS IS EVEN AL-
LE( iED. This provision places in perpetual doubt the con inuation of
revenue sharing funds to each recipient government. The continuing
threat of suspension would have a devastating impact on local budget
planning and would place,in continual jeopardy the deliver' of serv-
ices to t hose most in need. ,

Another provision of the nondiscrimination section modifi d in the
Full Committee requires the Attorney General to participate in all
compliance agreements leveloped by the Department of Treasnry and
the Office of Revenue S iarmg. This change was made despite e De-
partment of Justice, clearly stating that such an arrangement w uht be
an administrative nightmare which would undercut litigatio the
Justice, Department might already be pursuing.

Finally. the Committee, agreed to a provision.on private citizen 'suits
which permits the awarding of attorney's fees only to the prevailing
plaintiff, to mforce any provision of the Act.

The issue o the propriety of awarding attorney's fees is secondary.
The cent ral (pies ion is whether the,'United States governmeht shall
be in t h e posit ion of defendant or plainfi ff in civil rights enforcement
cases. If the United States becomes a defendant inmvery civil rights
case involving revenue sharing funds, its capacity to. enforce laws
will be severely limited. The Justice, Department's enforcement pow-.
ors would be greatly strengthened if such private suits were author
ized against. State. or locab governments, but not the Vederal govern-
ment, The role, of the Justice Department should be, the enforcement
of the civil rights provision through litigation. The present provis-
sions on private, citizen would severely limit that capacity.

These modifications approved by the Full Committee Al not im-
prove the ulcerations of the revenue sharing program, nor will they
enhance the civil rights enforcement record of the Office of Revenue
Sharing o i.c (i vis the provisions approved by the Subeommittee. Oin
the contrary. they could substantially reduce the number of Justice
Department, lawsuits Since any discrimination alleged at,the.State Or
local level will trigger suspension of revenue sharing funds within
45 days.
Exteii..oli. of the, Theis-Baron Art

Under PI,. 9-512, the original General Revenue Sharing Act, the
Davis-Bacon wage standards were to he applied to any construction
project_ of a. recipient, government, wiPcli received 25 percent or more
of the funds for that, project, from General Revenue Sharing funds.

The provision approved by the Committee' would apply to the
Davis -B icon provisions to all local construction projects, regardless
of the percentage of revenue sharing funds rsed./
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Advocates for this modification justified their position by arguing
that sonic local governments had used 24 percent revenue sharing
funds in construction to avoid the Davis- flacon wage requirements.
While there has been little in the way of documental ion.of this charge,
the Committee agreed fo eliminate the 25 percent requirement.

Thu manner in winch the. Divis-Flacon `Act is administered by the
Department of Labor is likely to drive the cost of construction beyond
the reach of many small and medium size locitl governments.

Studies by the General Accounting Office liavt. shown that Davis-
^ Bacon Act adds from 5 to 15 percent to the cost, of constructions A.
Murray L.-Wiedtcnbautn, "Government, Mandated Price Increases-A
construction projejet of Veterans Hospital was increased by" 22 per-
cent as a residt. of I >avis-Iittcon and a public housing project in Florida
by n porvvot.2

This issue for revenue sharing is not th8 validity of Davis-Bacon,
but the impact of using revenue sharing as a vehicle for extending
Federal regulations and controili over all facets of State and local
government activities. '

(?suer half of the 39.000 recipient, governments receive less than
$7.001 annually in revenue sharing funds. In countless cases, extend-
ing the applicability of Davis -Bacon standards to all construction
projects hy these governments would tuld_more in construction posts-

-.2-1111-11-1-1113
, eceives- in revenue sharing.

pplentePtal tiNcal a8sixtan re
The Supplement al Fiscal Assistance Provision al locates $150 million

along they hums specified in the, Fascoll formula, II.H. 10319.
17nder the bill, as written, fife supph:mental funds comp from the

current formula. The anion/it of money authorized for the current
or standard formula was' the annualized amount of the last entitle-
ment period.`This supplemental appropriation is 'achieved byrodni8ing
this funding level by $1110 million. This provision has the effect of
reducing the standard revenue sharing program by $150 million, thus
reducing the standard revenue sharing allocation to (web recipient
t- ),1 \Tr/uncut.

The f0111111141, illchldeS11 poverty factor-which is achieved by eribst ut -4
ing the percentage of pyople below flu' poverty line ii& place of the
per capita income figure\ that is usedhili the current formula.

Major prohienm with iltix k'uppleinrm'ai ri,fea/ rorsi.Van.r,,
1. The deeision to allocate an extra "pot," of money tO State and

local. governments to recognize particular needs is laudable. It is _

quest ionable as to whether the Fascell formula is t he best fOrmula for
doing this.

The question is: Which needs should he addressed that are not hieing
-addressed under the current ? The Committee, has never really
focused on this miestion. The formulti for allocat ing this Supplemental
Fiscal Assistance- does'not address Many of the commonly recognized
problems of State and local government.

See Murray L. WpIdenbaum. "Gor,ernment Mandated Prlee lnerenses A tioglected
Alpert of Infintion," A.E.I. 1975, p. 62.

2 lb01.,p. 82.
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For exaMple:
a. The, formula does At bone it the large urban industrial States

that live been impacted so severe y by the recession.
b. The formula does not favor fates that have higher than average

unemployment rates. (Exhibit II)
,c. Many cities in dire financial st ai^e w,onnkeceihPi'ttAlch;nta7rjt

funds at all. Other local governm nts with no apparent nee'd get an
increase in their allocations.

For example:, Yonkers, New Yor which almost went bankruPt.ear-
her this year would receive, no ad litional funds under the supple-
mental add-on provision. Yet Vail, Colorado which already has ahigh
per capita allocation would receive a 16 percent increase in fund

The Supplemental, Assistance Provision does not recognize that the,
respon.sibility for the provision of social services varies'from govern-
ment to government. In many eases, there are four different levels of
government: State, county, townships and municipalities.' Only one
level may have primary' responsibilities for the provision of social
services. Yet, the proposal would dump money on all four levels re-
gardless of their ability to use the funds.

Any supplement to the revenue sharing program that professes to
apply money to social needs cannot afford to overlook the fact that
only certain levels of government have the responsibility of providing
these services.

In 5>111111111 ry. applying this Supplemental Fiscal Assistance reduces
the allocation to the current revenue, sharing program to a level below
Hui current funifinglevel of 6.65 annually (Entitlemeni Per ind 7).
This $150 tnillion is then reallocated on the basis of a formula that
has not been the subject of inucledebate and may have serious distribu-
tional inequities.

EXHIBIT II

IMPACT OF SUPPLEMENTAL FISCAL ASSISTANCE PROVISION ON STATES WITH UNEMPLOYMENT RATES HIGHER
THAN THE NATIONAL AVERAGE (NATIONAL AVERAGE 8.3, DECEMBER 1975)

State and local government State and local government
losses gains

Unem
ployment

rate

Dollar
loss

(thou-
sands)

Percent
reduc-

Lion

Unom-
ployment

rate

Dollar

(thou-
sands)

Percent
gain ,

Michigan 17. 5 1, R74 0. ; Massachusetts. 11. 8 I, 250 0. 6
Rhode Island 1 7 4 3' 1 . 7 Oregon.. ..... ... 10. 4 2, 034 7, 9
Florida 11.7 1.418 Alaska_ . . 9. 6 300 3. 1
Connecticut 10, 5 548 .6 South Carolina 9. 5 1,817 1.9
New Yor k 10 3 7E5 . 1 Delaware. .... 9. 5 615 3, 1
New Jersey 9 9 2, 774 1. 1 Georgia 8. 7 3, 116 2. 2Maine . 9 7 7513 L 8 Montana R. 4 (I) (7)
Vermont 9.5 349 1.7 Alabama. . 8.4 1,290 1.2..
A rimna 9.4 1.784 1.9

.

Ealifernia 9 4 13, 407 1 9 Total gain 10, 422
Pennsylvania. 8 8 556 .7
Washington . 8.7 1,790 1.9

Total loss -25, 327
,

I less than 1,000
Loss tOan I percent

Note main print.--,The supplementary fiscal assistance provision does not benefit States that have been severely im-
pacted by the rocessirn. Of the 20 States with higher than averope unemployment rates, 12 of them fail to benefit from th Is
supplementary assistance, This supplementary provi,ion would deny them some $25,000,000 that would Roue to them
if the $150,000,0E0 were allocated under the current formula.
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The L'1".1,1111 that differing points of view come
together in. order to achieve..positive results. But, \wn the proposals
or some herllnte so (.,>ffilliry to t he luirpo,e; of an 111(11Y.DIDai IM.C(' of
lt'g lotion as to vit)htte intent, these proposals cart no longer
Ile t he ha-is of agreement and compromise, The amendirients to revenue
sharing extension hill di-eussed in these additional views represent
nit' violitt ions t progranils intent.

Perliap-. some of these amendments are well intentioned. I lo\vever,
taken intlitttlually or together, they represent the conversion of Gen-
eral levenim Sharing into, i buraensonie and convoluted program
guaranteed to st rtitigle the lifeblood trout nto t units of State anddocal
guvermileut h reducing or eliminating the benefits that shotild now
from Federal revenue sharihg assistance, Neither the' interest groups
support these amendments, iihr the opponents of General IZeweune.
simriolz, II() have supported th,ein, ilt 1110 name of reform, are \ ell
served I'\ such act ions.

'Wi'. the undersigned, supported the ('oilainif tee Bill because of our
strong cot/ niitment to the General Revenue Sharing camcept, 11101 be-
cause it i, urgent that. Congress net to extend this program. We are
confidentthat the Full IIouse of IZepresentatvies wilt see fit to modify
the injurioir; provisions sci that revenue sharing will continue to exist
as a model of Feliera I coopyrat riot of Federal interference- -With
State governments:Hid t heir Citizens.

FRANI; I IhRtON.
.TooN N. ,14;m,xnuaN.
JottN 1V. II/I-nu:It.
('LAttxer, .T. littoWN.

\ Alccu Ky-v, .1 r.
5 \M STEI(ER,
CHARLES

N, 5TEE,I,MAN.
JOEL PRIT('HARD.
EPW 1
Ronrirr IV, KASTEN, Jr.
WILLIS I). GRADISON,
GAIWY BROWN.
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ADDITIONAL VIEWS OP LION. JOHN N. ERLEN BOIL\

The Davis-Bacon ,ct was originally designed to insure the integrity
of union 'wage scales in construction industry where a threat of
non-union employment existed.)t is. therefore, ironic, that a decision
made by the Full Committee extending- Davis-Bacon to all local con-
struction projects will result in destroying the integrity of the Gen-
eral Revenue Sharing program.

When revenue shirring was originally enacted, a provision of the
law required the applicaotion of Davis -Bacon wage -standards wiliere.
25 peiceflt of ii local construction project was financed by revenue
shariirg funds. This provision, agreed to after extensive negotiations
with the, interested unions, was to protect tfie, union wage scales where,
substantialFederal funds were involved.

There were many Members of Congress at, the time of the original
enact meat who expressed concern about this provisiotl. Ibehii've it was'
[Oval id compromise and aitslhere to t hat view today...

The ,action taken by the full Committee, however, is a potential
disaster for many local governments. Ira a veeent study published by
The Wharton School of .Finance of the ITniverSity of Pennsylvania,
Professor Armand J. ThieboltTr. secongly criticized airy applicability
of Davis- Bacon...I le wrote in mart;

Without' question, the Greatest disadvantage of I)avis-
Bacon is its cost. Exclusive of rNsidifal, multiplying; or 'es-
calating effects, Davis-Bawd-costs more tO 01)(4-ate. than the
whole federal judiciaryestablishment, and perhaps more to
rim than the-entire legislative branch of government, A Very
conservative estimate would be one-quarter ic) one-half 9f a
billion dollars per year in administration and excess cbn-
struetion costs over what it filee mat$44,-qould -provide: To
this estimate must be added t he itifla' tionary impact, which
Davis-Bacon creates by favoring union rates, -Which 'Wen
spread from government construction to private construction
and hence, establish an escalating supernfinimum wage rate
for the industry. Including these effects might well, bring the
total annual cost of the Davis-Bacon Act to $1.5 bill/ion.'

-Whether Davis-Bacon standards are applicable to all IVal'constru-
tion projects is critical to 'continuation of many and medium,
sizcd governments in the program. _

Over 50 percent of the 30,000 recipients of revenue sharing funds
receive less than $7.000. On an average $100,000 capital construction
project by a local. community, an increase in cost in excess of 7-percent
would eliminate any financial benefit of the program.

Studies by the General Account ing Office, have slgown that the Davis-
Bacon Act adds from 5 to 15 percent to the cost of P7.de ral construct ion.

ti )

1.,abor.ItelatIong and Public Polley Series, "The,DavlsBacon Act," 1015, p. ITO.
(HQ)

4



Professor Yale Brozen of the l'niversity of Chicago lies reported
that in In any illStalICCS l be 1 '.S: Department of 1,,,,tibor, which liets the
-mittimuncsea-1e" of union pay for Federal project's, usys figures that
aro higher than those prevailing in the area where the work is being
done. In ..)0 percept of l hi! cases, the Labor Deyartment, used union
late, front 1 country other that( that in -which (lie worICwas being
(11016.2

Such excessive upward pressure on const ruction cots can only force
wary units of local government out of the revenue sharing program.
The' inq)ict of this on the economy of those areas which would. be

. forced to refuse revenue sharing funds can only serve to drive down
pay scales as the governments cut 'cimstruction projects and other
capital expenditures.

"I'lle Davis-Bacon provision in the existing law is sufficiently strong;
to protect, the, rights of union pay scales. It should he preserved in
the bill to which the Ilouseof Representatives ultimately agrees.

Jolts N. ERLENnonx.

4

Itnuen. S ale, "The Law That liounlejangell," Yolion'a Buxincas, April, 1074, pp. 71 72.
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